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TITLE  7— AGRICULTURE 

Chapter  VII — Commodity  Stabilization 
Service  (Farm  Marketing  Quotas 
and  Acreage  Allotments),  Depart¬ 
ment  of  Agriculture 

Part  721 — Corn 

PROCLAMATION  OF  ACREAGE  ALLOTMENT  FOR 
1957  IN  COMMERCIAL  CORN-PRODUCING 
AREA 

§  721.803  Basis  and  purpose.  Section 
721.804  is  issued  under  and  in  accord¬ 
ance  with  section  301  and  328  of  the 
Agricultural  Adjustment  Act  of  1938,  as 
amended.  Its  purpose  is  to  announce 
the  acreage  allotment  for  1957  for  the 
commercial  corn-producing  area.  The 
findings  and  determination  made  by  the 
Secretary  in  §  721.804  have  been  made 
on  the  basis  of  the  latest  available  sta¬ 
tistics  of  the  Federal  Government. 

§  721.804  1957  acreage  allotment  for 
corn.  The  acreage  allotment  for  corn 
for  1957  for  the  commercial  corn-pro¬ 
ducing  area  is  37,288,889  acres.^ 

(Sec.  375,  52  Stat.  66,  as  amended;  7  U.  S.  C. 
1375.  Interpret  or  apply  secs.  301,  328,  52 
Stat.  38,  52;  7  U.  S.  C.  1301,  1328) 

Issued  at  Washington,  D.  C.,  this  13th 
day  of  November  1956. 

[seal]  True  D.  Morse, 

Acting  Secretary. 

[P.  R.  Doc.  56-9410;  Piled,  Nov.  .15,  1056; 
8:50  a.m.] 


Part  729 — Peanuts 

NATIONAL  marketing  QUOTA,  NATIONAL 
acreage  allotment,  and  apportionment 

TO  STATES  OF  NATIONAL  ACREAGE  ALLOT¬ 
MENT  FOR  PEANUTS  FOR  1957  CROP 

§  729.801  Basis  and  purpose,  (a)  Sec¬ 
tion  358  (a)  of  the  Agricultural  Adjust¬ 
ment  Act  of  1938,  as  amended,  provides 
that  between  July  1  and  December  1  of 
each  calendar  year  the  Secretary  of  Agri- 


*  This  Is  not  the  Soil  Bank  base  acreage  of 
corn  for  the  1957  commercial  corn-producing 
area.  The  Soil  Bank  base  acreage  for  corn  for 
the  1957  commercial  corn-producing  area, 
under  the  provisions  of  sec.  103-(b)  of  the 
Soil  Bank  Act  (70  Stat.  188,  190)  is  51  million 
acres. 


culture  shall  proclaim  a  national  market¬ 
ing  quota  for  peanuts  for  the  crop  pro¬ 
duced  in  the  next  succeeding  calendar 
year  in  terms  of  the  total  quantity  of 
peanuts  which  will  make  available  for 
marketing  a  supply  of  peanuts  from  the 
crop  with  respect  to  which  the  quota  is 
proclaimed  equal  to  the  average  quantity 
of  peanuts  harvested  for  nuts  during  the 
five  years  immediately  preceding  the  year 
in  which  the  quota  is  proclaimed,  ad^ 
justed  for  current  trends  and  prospective 
demand  conditions.  Section  358  (a)  fur¬ 
ther  provides  that  the  national  market¬ 
ing  quota  established  for  the  crop  pro¬ 
duced  in  the  calendar  year  1941  shall  be 
a  quantity  of  peanuts  suflBcient  to  pro¬ 
vide  a  national  acreage  allotment  of  not 
less  than  1,610,000  acres,  and  that  the 
national  marketing  quota  established  for 
any  subsequent  year  shall  be  a  quantity 
of  peanuts  sufficient  to  provide  a  national 
acreage  allotment  of  not  less  than  that 
established  for  the  crop  produced  in  the 
calendar  year  1941. 

(b)  Except  for  the  preceding  limita¬ 
tion,  the  national  marketing  quota  would 
be  680,000  tons  and  the  national  acreage 
allotment  without  allowance  for  under¬ 
harvesting  would  be  1,465,039  acres. 
When  this  figure  is  adjusted  for  the  five 
year  average  underharvesting  it  becomes 
1,575,311  acres.  In  order  to  obtain  the 
minimum  national  acreage  allotment  of 
>1,610,000  acres,  the  national  marketing 
quota  must  be  set  at  725,305  tons.  Sec¬ 
tion  358  (a)  also  provides  that  the  na¬ 
tional  marketing  quota  shall  be  converted 
to  a  national  acreage  allotment  by  di¬ 
viding  such  quota  by  the  normal  yield  per 
acre  for  the  United  States. 

(c)  Section  358  (c)  of  the  said  act 
provides  that  the  national  acreage  allot¬ 
ment,  less  the  acreage  to  be  allotted  to 
new  farms  under  section  358  (f),  shall 
be  apportioned  among  the  States  on  the 
basis  of  their  share  of  the  national  acre¬ 
age  allotment  for  the  most  recent  year  in 
which  such  apportionment  was  made. 

(d)  Section  729.802  establishes  the  na¬ 
tional  marketing  quota,  the  normal  yield 
per  acre,  and  the  national  acreage  allot¬ 
ment  for  the  1957  crop  of  peanuts.  Sec¬ 
tion  729.803  apportions  the  1957  national 
acreage  allotment  among  the  several  pea¬ 
nut-producing  States.  The  determina¬ 
tions  in  these  sections  are  based  on  the 

(Continued  on  p.  8915) 
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latest  available  statistics  of  the  Federal 
Government. 

(e)  Public  notice  of  the  proposed 
proclamation  and  determinations  to  be 
made  with  respect  to  the  1957  national 
marketing  quota,  the  national  acreage 
allotment,  and  apportionment  of  such 
allotment  among  the  States  was  given 
(21  F.  R.  6889)  in  accordance  with  the 
Administrative  Procedure  Act.  The 
proclamation  is  made  after  due  consider¬ 
ation  of  recommendations  submitted  in 
response  to  such  notice. 

§  729.802  Proclamation  and  determi- 
nation  with  respect  to  national  market¬ 
ing  quota,  normal  yield  per  acre,  and 
national  acreage  allotment  for  peanuts 
for  the  crop  produced  in  the  calendar 
year  1957 — (a)  National  marketing 
quota.  The  amount  of  the  national  mar¬ 
keting  quota  for  peanuts  for  the  crop 
produced  in  the  calendar  year  1957  is 
725,305  tons. 

(b)  Normal  yield  per  acre.  The  nor¬ 
mal  yield  per  acre  of  peanuts  for  the 
United  States  is  901  pounds. 

(c)  National  acreage  allotment.  The 
national  acreage  allotment  for  the  crop 
produced  in  the  calendar  year  1957  is 
1,610,000  acres. 

§  729.803  Apportionment  of  the  na¬ 
tional  peanut  acreage  allotment  for  the 
crop  produced  in  the  calendar  year  1957. 
The  national  peanut  acreage  allotment 
proclaimed  in  §  729.802  is  hereby  appor¬ 
tioned  as  follows: 

1957  State 
acreage 

State:  allotment 

Alabama  _  217,  965 

Arizona _  717 

Arkansas _  4,  220 

California _  940 

Florida _  54,  777 

Georgia  -  524,611 

Louisiana  _  1,  963 

Mississippi _  7,  557 

Missouri  _  246 

New  Mexico _ _  4,906 

North  Carolina _  168,  813 

Oklahoma _  137,  323 

South  Carolina _  13,  743 

Tennessee _ 3,  564 

Texas  _  355, 063 

Virginia _ _ _ _  105, 542 

Total  apportioned  to  States-  1,601,950 
Reserve  for  new  farms _  8, 050 

Total,  United  States _ 1, 610, 000 

(Sec.  375,  52  Stat.  66,  as  amended;  7  U.  S.  C. 
1375.  Interpret  or  apply  secs.  301,  358,  359, 
361-368,  372,  373,  374,  376,  388,  52  Stat.  38,  62, 
63,  64,  65,  66,  68,  as  amended;  55  Stat.  88, 


00,  as  amended;  66  Stat.  27;  secs.  106,  112, 
377,  70  Stat.  191,  195,  206;  7  U.  S.  C.  1301, 
1358,  1359,  1361-1368,  1372,  1373,  1374,  1376, 
1377, 1388) 

Issued  at  Washington,  D.  C.,  this  9th 
day  of  November  1956.  Witness  my 
hand  and  the  seal  of4he  Department  of 
Agriculture. 

[SEAL]  True  D.  Morse, 

Acting  Secretary  of  Agriculture. 

IP.  R.  Doc.  56-9411;  Filed,  Nov.  15,  1956; 
8:50  a.  m.] 


TITLE  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

Part  20 — Retention  Preference  Regula¬ 
tions  FOR  Use  in  Reductions  in  Force 


Section  20.9  of  Part  20  is  revised  as  set 
out  below. 

§  20.9  Appeals — (a)  Employee  appeals 
to  Commission.  Any  employee  notified 
of  proposed  action  in  a  reduction  in  force 
who  believes  that  the  regulations  in  this 
part  have  not  been  correctly  applied  may 
appeal  to  the  appropriate  ofiSce  of  the 
Commission,  stating  reasons  for  believ¬ 
ing  the  proposed  action  to  be  improper, 
within  ten  (10)  days  after  the  date  he 
received  notice  of  the  proposed  action 
(or  supplementary  notice  specifying  dif¬ 
ferent  adverse  action) ,  or  within  ten  (10) 
days  after  a  decision  by  the  agency  on 
his  answer  to  any  notice  giving  him  an 
opportunity  to  answer. 

(b)  Further  appeals.  The  Commis¬ 
sion  office  that  makes  the  initial  adjudi¬ 
cation  of  an  appeal  submitted  pursuant 
to  paragraph  (a)  of  this  section  shall 
notify  the  employee,  or  his  designated 
representative,  and  the  agency  of  the 
decision  in  writing.  The  written  deci¬ 
sion  shall  contain  notification  of  the 
right  of  either  party  to  appeal  to  the 
Board  of  Appeals  and  Review,  U.  S.  Civil 
Service  Commission,  Washington  25, 
D.  C.  (hereinafter  referred  to  as  the 
“Board”),  within  seven  (7)  days  after 
receipt  of  such  decision. 

(c)  Finality  of  decisions.  It  is  man¬ 
datory  for  the  agency  to  take  corrective 
action  in  accordance  with  the  decision 
of  the  Commission  office  that  made  the 
initial  adjudication  of  the  appeal,  unless 
an  appeal  is  made  to  the  Board.  The 
decision  of  the  Board  shall  be  final. 
There  is  no  further  right  of  appeal.  A 
recommendation  for  corrective  action  by 
the  Board  is  mandatory  and  must  be 
complied  with  by  the  agency. 

(d)  The  Commissioners.  The  Com¬ 
missioners  may,  in  their  discretion,  when, 
in  their  judgment,  such  action  appeais 
warranted  by  the  circumstances,  reopen 
and  reconsider  any  previous  decision. 

(Secs.  11,  19,  58  Stat.  390,  391;  6  U.  S.  C. 
860,  868) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Wm.  C.  Hull, 

Executive  Assistant. 

[F.  R.  Doc.  56-9422;  Filed,  Nov,  15,  1956; 

8:53  a.  m.] 


TITLE  14— CIVIL  AVIATION 

Chapter  11 — Civil  Aeronautics  Admin¬ 
istration,  Department  of  Commerce' 

I  Arndt.  17] 

Part  600 — Designation  of  Civil  Airways 

ALTERATIONS 

The  civil  airway  alterations  appearing 
hereinafter  have  been  coordinated  with 
the  civil  operators  involved,  the  Army, 
the  Navy  and  the  Air  Force,  through  the 
Air  Coordinating  Committee,  Airspace 
Panel,  and  are  adopted  to  become  effec¬ 
tive  when  indicated  in  order  to  promote 
safety.  Compliance  with  the  notice  pro¬ 
cedures,  and  effective  date  provisions  of 
section  4  of  the  Administrative  Proce¬ 
dure  Act  VfOuld  be  impracticable  and  con¬ 
trary  to  public  interest  and  therefore  is 
not  required. 

Part  600  is  amended  as  follows: 

1.  Section  600.15  Green  civil  airway 
No.  5  (Los  Angeles,  Calif.,  to  Boston, 
Mass.)  is  amended  by  changing  the  last 
portion  which  reads:  “the  intersection 
of  the  northeast  course  of  the  Mitchel 
AFB,  N.  Y.,  radio  range  and  the  south¬ 
west  course  of  the  Boston,  Mass.,  radio 
range  to  the  intersection  of  the  south¬ 
west  course  of  the  Boston,  Mass.,  radio 
range  and  the  southeast  course  of  the 
Westfield,  Mass.,  radio  range.”  to  read: 
“the  intersection  of  the  northeast  course 
of  the  Mitchel  APB,  N.  Y.,  radio  range 
and  the  southwest  course  of  the  Boston, 
Mass.,  radio  range  to  the  Boston,  Mass., 
radio  range  station.” 

2.  Section  600.101  Amber  civil  airway 
No.  1  (.United  States-Mexican  Border,  to 
Nome,  Alaska)  is  amended  by  changing 
the  portion  which  reads:  “excluding  the 
airspace  which  overlaps  Albert  Head  re¬ 
stricted  area  (R-407).”  to  read:  “ex¬ 
cluding  the  airspace  lying  more  than  2 
miles  west  of  and  parallel  to  the  south 
course  of  the  Patricia  Bay,  B.  C.,  radio 
range  between  the  intersection  of  the 
northwest  course  of  the  Seattle,  Wash,, 
radio  range  with  the  south  course  of  the 
Patricia  Bay,  B.  C.,  radio  range  and  the 
United  States-Canadian  Border.”  and  is 
amended  between  Anchorage  and 
Skwentna,  Alaska  to  read:  “Anchorage, 
Ala.ska,  radio  range  station;  the  inter¬ 
section  of  the  northwest  course  of  the 
Anchorage,  Alaska,  radio  range  and  the 
southeast  course  of  the  Skwentna, 
Alaska,  radio  range;  Skwentna,  Alaska, 
radio  range  station;”. 

3.  Section  €00.661  Blue  civil  airway 
No.  61  (Springfield.  Mo.,  to  Kansas  City, 
Mo.)  is  revoked. 

4.  Section  600.6005  VOR  civil  airway 
No..  5  (Miami,  Fla.,  to  London,  Ontario) 
is  amended  by  changing  all  after  the 
Cincinnati,  Ohio,  omnirange  station  to 
read:  “Cincinnati,  Ohio,  omnirange 
station,  including  an  east  alternate;  in¬ 
tersection  of  the  Cincinnati  omnirange 
045°  True  and  the  Appleton  omnirange 
244°  True  radials;  Appleton,  Ohio, 
omnirange  station;  Mansfield,  Ohio, 
omnirange  station,  including  an  east 
alternate  from  the  Appleton  omnirange 
station  to  the  Mansfield  omnirange 
station  via  the  intersection  of  the  Apple- 
ton  omnirange  050°  True  and  the  Mans- 
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field  omnirange  173*  True  radials; 
Cleveland.  Ohio,  omnirange  station;  to 
the  London.  Ont.  omnirange  station. 
Those  portions  of  this  airway  which 
overlap  the  Jacksonville  restricted  area 
(R-161),  the  Lake  George  restricted 
area  (R-176)  and  the  Sterling  restricted 
areas  (Rr-169)  and  (Rr-170)  are  ex¬ 
cluded.” 

5.  Section  600.6007  VOR  civil  airway 
No.  7  {Miami,  Fla.,  to  Green  Bay,  Wis.) 
is  amended  by  changing  the  portion 
which  reads:  ‘‘Montgomery,  Ala.,  omni¬ 
range  station;  Birmingham,  Ala.,  omni¬ 
range  station,  including  an  east  alter¬ 
nate  via  the  intersection  of  the  Mont¬ 
gomery  omnirange  358°  True  and  the 
Birmingham  omnirange  138°  True  ra¬ 
dials  and  also  a  west  alternate;  inter¬ 
section  of  the  Birmingham  omnirange 
358°  True  and  the  Muscle  Shoals  omni¬ 
range  129°  True  radials;  Muscle  Shoals, 
Ala.,  omnirange  station;”  to  read: 
‘‘Montgomery,  Ala.,  omnirange  station; 
Birmingham,  Ala.,  omnirange  station, 
including  a  west  alternate  via  the  inter¬ 
section  of  the  Montgomery  omnirange 
326°  True  and  the  Birmingham  omni¬ 
range  180°  True  radials;  Muscle  Shoals, 
Ala.,  omnirange  station;”. 

6.  Section  600.6008  VOR  civil  airway 
No.  8  {Long  Beach,  Calif.,  to  Washing^ 
ton,  D.  C.)  is  amended  by  changing  the 
portion  which  reads:  ‘‘Bryce  Canyon, 
Utah,  omnirange  station;  Hanksville, 
Utah,  omnirange  station;  Grand  Jhnc- 
tion,  Colo.,  omnirange  station;”  to  read: 
‘‘Bryce  Canyon,  Utah,  omnirange  sta¬ 
tion,  including  a  south  alternate; 
Hanksville,  Utah,  omnirange  station,  in¬ 
cluding  a  south  alternate;  Grand  Junc¬ 
tion,  Colo.,  omnirange  station,  including 
a  south  alternate;”. 

7.  Section  600.6010  VOR  civil  airway 
No.  10  {Pueblo,  Colo.,  to  New  York, 
N.  y.)  is  amended  by  changing  the  por¬ 
tion  which  reads:  ‘‘Carleton,  Mich.,  om¬ 
nirange  station;  Perry,  Ohio,  nondirec- 
tional  radio  beacon;  Youngstown,  Ohio, 
omnirange  station;”  to  read:  ‘‘Carleton, 
Mich.,  omnirange  station;  point  of  in¬ 
tersection  of  the  Jefferson,  Ohio,  omni¬ 
range  279°  True  and  the  Youngstown 
omnirange  320°  True  radials;  Youngs¬ 
town,  Ohio,  omnirange  station;”. 

8.  Section  600.6012  VOR  civil  airway 
No.  12  {Santa  Barbara,  Calif.,  to  Phila¬ 
delphia,  Pa.)  is  amended  by  changing 
the  portion  which  reads:  “Albuquerque, 
N.  Mex.,  omnirange  station;”  to  read: 
“Albuquerque,  N.  Mex-.  omnirange  sta¬ 
tion,  including  a  south  alternate  from 
the  Zuni,  N.  Mex.,  omnirange  station  to 
the  Albuquerque,  N.  Mex.,  omnirange 
station  via  the  intersection  of  the  Zuni 
omnirange  105°  True  and  the  Albu¬ 
querque  omnirange  254°  True  radials;” 
and  by  changing  all  between  the  Day- 
ton,  Ohio,  omnirange  station  and  the 
Wheeling,  W.  Va.,  omnirange  station  to 
read;  “Da3d;on,  Ohio,  omnirange  station, 
including  a  north  alternate;  Appleton, 
Ohio,  omnirange  station,  including  a 
north  alternate  via  the  intersection  of 
the  Dayton  omnirange  060°  True  and 
the  Appleton  omnirange  279°  True  ra¬ 
dials;  Wheeling,  W.  Va.,  omnirange  sta¬ 
tion.  including  a  north  alternate  via  the 
point  of  intersection  of  the  Mansfield, 
Ohio,  omnirange  121°  True  and  the 


Wheeling  omnirange  281*  True  ra¬ 
dials;”. 

9.  Section  600.6018  VOR  dvil  airway 
No.  18  {Dallas,  Tex.,  to  Charleston,  S.  C.) 
is  amended  by  changing  the  portion 
which  reads:  “Tuscaloosa,  Ala.,  omni¬ 
range  station,  including  a  north  alter¬ 
nate;  Birmingham,  Ala.,  omnirange  sta¬ 
tion;  Anniston,  Ala.,  omnirange  station;” 
to  read:  “intersection  of  the  Meridian 
omnirange  057°  True  radial  and  the 
Birmingham  ILS  localizer  southwest 
course;  intersection  of  the  Birmingham 
ILS  localizer  southwest  course  and  the 
Anniston  omnirange  265°  True  radial; 
Anniston,  Ala.,  omnirange  station;”. 

10.  Section  600.6023  VOR  civil  airway 
No.  23  {San  Diego,  Calif.,  to  Bellingham, 
Wash.)  is  amended  by  changing  the  por¬ 
tion  which  reads;  “Modesto,  Calif.,  om¬ 
nirange  station,  including  an  east  alter¬ 
nate  via  the  intersection  of  the  Fresno 
omnirange  328°  True  and  the  Modesto 
omnirange  117*  True  radials;  Sacra¬ 
mento,  Calif.,  omnirange  station;”  to 
read:  “Modesto,  Calif.,  omnirange  sta¬ 
tion,  including  an  east  alternate  via  the 
intersection  of  the  Fresno  omnirange 
328°  True  and  the  Modesto  omnirange 
117°  True  radials;  intersection  of  the 
Modesto  omnirange  341°  True  and  the 
Sacramento  omnirange  138°  True  radi¬ 
als;  Sacramento,  Calif.,  omnirange  sta¬ 
tion,  including  a  west  alternate  from  the 
Modesto  omnirange  station  to  the  Sac¬ 
ramento  omnirange  station  via  the  inter¬ 
section  of  the  Modesto  omnirange  312° 
True  and  the  Sacramento  omnirange 
154°  True  radials;”. 

11.  Section  600.6926  VOR  civil  airway 
No.  26  {Cherokee,  Wyo.,  to  Cleveland, 
Ohio)  is  amended  by  changing  the  por¬ 
tion  which  reads:  “Redwood  Falls  omni¬ 
range  075°  True”  to  read:  “Redwood 
Falls  omnirange  076°  True”  and  by 
changing  all  after  the  Salem,  Mich.,  om¬ 
nirange  station  to  read:  “Salem,  Mich., 
omnirange  station;  point  of  intersection 
of  the  Carleton,  Mich.,  omnirange  direct 
radial  to  the  Jefferson,  Ohio,  omnirange 
station  and  the  Cleveland  omnirange 
direct  radial  to  the  Windsor,  Ont.,  omni¬ 
range  station;  to  the  Cleveland,  Ohio, 
omnirange  station.” 

12.  Section  600.6038  is  amended  to 
read: 

§  600.6038  VOR  civil  airway  No.  38 
(Iowa  City,  Iowa,  to  Elkins,  W.  Va.). 
From  the  Iowa  City,  Iowa  omnirange 
station  via  the  intersection  of  the  Iowa 
City  omnirange  093°  True  and  the  Joliet 
omnirange  265°  True  radials;  Joliet,  Ill., 
omnirange  station;  Peotone,  Ill.,  omni¬ 
range  station;  Fort  Wayne,  Ind.,  omni¬ 
range  station;  intersection  of  the  Fort 
Wayne  omnirange  099°  True  and  the 
Findlay  omnirange  276°  True  radials; 
Findlay,  Ohio,  omnirange  station; 
Appleton,  Ohio,  omnirange  station,  in¬ 
cluding  a  south  alternate  via  the  point 
of  intersection  of  the  Findlay  omnirange 
144°  True  and  the  Mansfield,  Ohio,  om¬ 
nirange  241°  True  radials;  Parkersburg, 
W.  Va.,  omnirange  station;  to  the  Elkins, 
W.  Va.,  omnirange  station. 

13.  Section  600.6043  Is  amended  to 
read: 

§  600.6043  VOR  civil  airway  No.  43 
(Columbus.  Ohio,  to  Erie,  Pa.).  From 


the  Appleton,  Ohio,  omnirange  station 
via  the  Youngstown,  Ohio,  omnirange 
station  to  the  Erie,  Pa.,  omnirange 
station. 

14.  Section  600.6045  VOR  civil  airway 
No.  45  (Lexington,  Ky.,  to  Lansing, 
Mich.)  is  amended  by  changing  the  por¬ 
tion  which  reads:  “Columbus,  Ohio  om¬ 
nirange  station”  to  read:  “Appleton, 
Ohio,  omnirange  station”. 

15.  Section  600.6056  VOR  civil  airway 
No.  56  (Montgofnery,  Ala.,  to  Florence, 
S.  C.)  is  amended  by  changing  all  before 
the  Macon,  Ga.,  omnirange  station  to 
read :  “From  the  Montgomery,  Ala.,  om¬ 
nirange  station  via  the  intersection  of 
the  Montgomery  omnirange  049°  True 
and  the  Columbus  omnirange  266°  True 
radials;  Columbus,  Ga.,  omnirange  sta¬ 
tion;  Macon,  Ga.,  omnirange  station;”. 

16.  Section  600.6092  is  amended  to 
read: 

§  600.6092  VOR  civil  airway  No.  92 
(Chicago,  III.,  to  Washington,  D.  C.). 
From  the  Chicago  Heights,  Ill.,  omni¬ 
range  station  via  the  Goshen,  Ind.,  omni¬ 
range  station;  Waterville,  Ohio,  omni¬ 
range  station;  Mansfield,  Ohio,  omni¬ 
range  station;  point  of  intersection  of 
the  Pittsburgh,  Pa.,  omnirange  291° 
True  and  the  Youngstown,  Ohio,  omni¬ 
range  195°  True  radials;  Wheeling, 
W.  Va.,  omnirange  station;  Grantsville, 
Md.,  omnirange  station;  Front  Royal, 
Va.,  omnirange  station;  intersection  of 
the  Front  Royal  omnirange  112°  True 
and  the  Washington,  D.  C.,  terminal 
omnirange  245°  True  radials;  to  the 
Washington,  D.  C.,  terminal  omnirange 
station. 

17.  Section  600.6115  VOR  civil  airway 
No.  115  (Crestview,  Fla.,  to  Charleston, 
W.  Va.)  is  amended  by  changing  the 
portion  which  reads:  “Prom  the  Crest- 
view,  Fla.,  omnirange  station  via  the 
Montgomery,  Ala.,  omnirange  station; 
Birmingham,  Ala.,  omnirange  station; 
Chattanooga,  Tenn.,  omnirange  sta¬ 
tion;”  to  read:  “From  the  Crestview, 
Fla.,  omnirange  station  via  the  Mont¬ 
gomery,  Ala.,  omnirange  station;  inter¬ 
section  of  the  Montgomery  omnirange 
358°  True  and  the  Birmingham  omni¬ 
range  145°  True  radials;  Birmingham, 
Ala.,  omnirange  station;  Chattanooga, 
Tenn.,  omnirange  station;”. 

18.  Section  600.6154  is  amended  to 
read: 

§  600.6154  VOR  civil  airway  No.  154 
(Meridian,  Miss.,  to  Savannah,  Ga.) . 
From  the  Meridian,  Miss.,  omnirange 
station  via  the  intersection  of  the 
Meridian  omnirange  089°  True  and  the 
Montgomery  omnirange  282°  True 
radials;  Montgomery,  Ala.,  omnirange 
station;  Columbus,  Ga.,  omnirange  sta¬ 
tion,  including  a  south  alternate  via  the 
intersection  <5f  the  Montgomery  omni¬ 
range  088°  True  and  the  Columbus  omni¬ 
range  195°  True  radials;  Macon,  Ga., 
omnirange  station;  to  the  Savannah, 
Ga.,  omnirange  station.  The  portions  of 
this  airway  which  conflict  with  the  Fort 
Benning  restricted  area  (R-129)  are 
excluded. 

19.  Section  600.6188  VOR  civil  airway 
No.  188  (Detroit,  Mich.,  to  New  York, 
N.  Y.)  is  amended  by  changing  the  por- 
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tion  which  reads:  “Prom  the  Carleton, 
Mich.,  omnirange  station  via  the  Perry, 
Ohio,  nondirectional  radio  beacon;  Fitz¬ 
gerald,  Pa.,  omnirange  station;”  to  read; 
“That  airspace  over  United  States  terri¬ 
tory  from  the  Carleton,  Mich.,  omni¬ 
range  station  via  the  Jefferson,  Ohio, 
omnirange  station;  Fitzgerald,  Pa.,  om¬ 
nirange  station;”. 

20.  Section  600.6221  is  amended  to 
read: 

§  600.6221  VOR  civil  airway  No.  221 
(Fort  Wayne.  Ind.,to  Erie,  Pa.).  That 
airspace  over  United  States  territory 
from  the  Port  Wayne,  Ind.,  omnirange 
station  via  the  Litchfield,  Mich.,  omni¬ 
range  station;  intersection  of  the  Litch¬ 
field  omnirange  050®  True  and  the  Salem 
omnirange  257°  True  rgidials;  Salem, 
Mich.,  omnirange  station;  intersection  of 
the  Salem  omnirange  079°  True  and  the 
Erie  omnirange  294°  True  radials;  to  the 
Erie,  Pa.,  omnirange  station. 

21.  Section  600.6241  is  added  to  read: 

§  600.6241  VOR  civil  airway  No.  241 
(Crestview,  Fla.,  to  Atlanta.  Ga.) .  From 
the  Crestview,  Fla.,  omnirange  station 
via  the  intersection  of  the  Crestview 
omnirange  076°  True  and  the  Dothan 
terminal  omnirange  240°  True  radials; 
Dothan,  Ala.,  terminal  omnirange  sta¬ 
tion;  Columbus,  Ga.,  omnirange  station; 
intersection  of  the  Columbus  omnirange 
018°  True  and  the  Atlanta  omnirange 
232°  True  radials;  to  the  Atlanta,  Ga., 
omnirange  station.  The  portion  of  this 
airway  above  19,000  feet  above  mean  sea 
level,  which  lies  within  the  Tyndall  AFB 
restricted  area  (R-336) ,  is  excluded  daily 
between  sunset  and  sunrise. 

22.  Section  600.6244  VOR  civil  airway 
No.  244  (Crestview,  Fla.,  to  Dothan,  Ala.) 
is  revoked. 

23.  Section  600.6253  is  added  to  read: 

§  600.6253  VOR  civil  airway  No.  253 
(Utah  Lake,  Utah,  to  Grantsville.  Utah). 
From  the  Utah  Lake,  Utah,  omnirange 
station  to  the  point  of  intersection  of  the 
Utah  Lake  omnirange  315°  True  and  the 
Salt  Lake  City,  Utah,  omnirange  265° 
True  radials. 

(Sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  302,  52  Stat. 
985,  as  amended;  49  U.  S.  C.  452) 

This  amendment  shall  become  effec¬ 
tive  0001  e.  s.  t.  December  13, 1956. 

[seal]  ^  Jaaies  T.  Pyle, 

Acting  Administrator 
of  Civil  Aeronautics. 

[P.  R.  Doc.  66-9382;  Piled,  Nov.  15,  1966; 
8:45  a.  m.] 


[Arndt.  17] 

Part  601 — Designation  of  Control 
Areas,  Control  Zones,  and  Reporting 
Points 

alterations 

The  control  area,  control  zone  and  re¬ 
porting  point  alterations  appearing 
hereinafter  have^been  coordinated  with 
the  civil  operators  involved,  the  Army, 
the  Navy  and  the  Air  Force,  through  the 
Air  Coordinating  Committee,  Airspace 


Panel,  and 'are  adopted  to  become  effec¬ 
tive  when  indicated  in  order  to  promote 
safety.  Compliance  with  the  notice,  pro¬ 
cedures,  and  effective  date  provisions  of 
section  4  of  the  Administrative  Proce¬ 
dure  Act  would  be  impracticable  and 
contrary  to  public  interest  and  there¬ 
fore  is  not  required. 

Part  601  is  amended  as  follows: 

1.  Section  601.661  Blue  civil  airway 
No.  61  control  areas  (Springfield,  Mo., 
to  Kansas  City,  Mo.)  is  revoked. 

2.  Section  601.1052  Control  area  ex¬ 
tension  (Atlanta,  Ga.)  is  amended  by 
adding  the  following  portion  to  present 
control  area  extension:  “including  the 
airspace  southwest  of  Atlanta  bounded 
on  the  north  by  VOR  civil  airway  No.  18, 
on  the  west  by  longitude  86°00'00",  and 
on  the  southeast  by  VOR  civil  airway 
No.  20.” 

3.  Section  601.1123  is  amended  to 
read: 

§  601.1123  Control  area  extension 
(Birmingham,  Ala.).  That  airspace 
bounded  by  a  line  beginning  at  a  point 
at  latitude  32°52'00'',  longitude 
87'30'00",  thence  north  to  •  latitude 
34°15'00",  longitude  87°30'00",  thence 
east  to  latitude  34°15'00",  longitude 
86°15'00",  thence  south  to  latitude 
34°00'00",  longitude  86°15'00",  thence 
southeast  to  latitude  33°39'00",  longi¬ 
tude  86°00'00",  thence  south  to  latitude 
32°52'00",  longitude  86°00'00",  thence 
west  to  latitude  32'52'00",  longitude 
87°30'00". 

4.  Section  601.1134  is  amended  to 
read: 

§  601.1134  Control  area  extension 
(Columbus,  Ga.).  That  airspace  north 
of  Columbus  bounded  on  the  northwest 
by  VOR  civil  airway  No.  20,  on  the  south 
by  VOR  civil  airway  No.  56,  on  the  east 
by  VOR  civil  airway  No.  97,  and  on  the 
north  by  the  Atlanta,  Ga.,  50-mile  ra¬ 
dius  control  area  extension. 

5.  Section  601.1161  Control  area  ex¬ 
tension  (Chicago.  III.)  is  amended  by  de¬ 
leting  the  words  which  read:  “exclud¬ 
ing  the  portion  overlapping  restricted 
areas”. 

6.  Section  601.1173  is  amended  to 
read: 

§  601.1173  Control  area  extension 
(San  Francisco,  Calif.).  That  airspace 
bounded  by  a  line  beginning  at  a  point 
at  latitude  38°08'30",  longitude  122°54' 
00",  thence  to  latitude  37°  14 '00",  longi¬ 
tude  122°24'55",  thence  to  latitude 
36°16'00",  longitude  124°26'00",  thence 
to  latitude  37°40'00",  longitude  125°23' 
30",  thence  to  latitude  37°50'00",  longi¬ 
tude  124'24'30",  thence  to  latitude  38° 
OO'OO",  longitude  123°23'00",  thence  to 
latitude  38°03'20"',  longitude  123°12'00", 
thence  to  point  of  beginning.  The  por¬ 
tions  of  this  control  area  extension  which 
overlap  Point  Reyes  warning  area  (W- 
513)  are  excluded  between  the  hours 
8:00  a.  m.  to  8:00  p.  m.  P,  s.  t.  daily. 

7.  Section  601.1176  is  amended  to 
read: 

§  601.1176  Control  area  extension 
(Santa  Barbara,  Calif.).  That  airspace 
centered  on  the  247°  True  radial  of  the 
Santa  Barbara  omnirange,  10  miles  in 


width  at  the  omnirange  station  with  each 
edge  diverging  at  an  angle  of  5°  with 
the  centerline  and  extending  to  the  east¬ 
ern  boundary  of  the  Oakland  Oceanic 
Control  Area,  excluding  the  portion 
which  overlaps  restricted  area  R-288. 

8.  Section  601.1206  Control  area  ex¬ 
tension  (Midland,  Tex.)  is  amended  by 
adding  the  following  portion  to  present 
control  area  extension:  “that  airspace 
within  5  miles  either  side  of  the  146° 
True  radial  of  the  Midland  omnirange 
extending  from  the  omnirange  station 
to  a  point  55  miles  southeast.” 

9.  Section  601.1251  Control  area  ex¬ 
tension  (Mansfield,  Ohio)  is  amended 
by  changing  the  words  which  read: 
“bounded  on  the  southeast  by  VOR  civil 
airway  No.  88,”  to  read:  “Bounded  on  the 
southeast  by  VOR  civil  airway  No.  246,”. 

10.  Section  601.1388  Control  area  ex¬ 
tension  (Fort  Bragg,  N.  C.)  is  amended 
by  changing  the  portion  which  reads: 
“bounded  on  the  east  by -VOR  civil  air¬ 
way  No.  3  and  Amber  civil  airway  No.  7,” 
to  read;  “bounded  on  the  east  by  VOR 
civil  airway  No.  3  and  Red  civil  airway 
No.  16,”. 

11.  Section  601.1412  Control  area  ex¬ 
tension  (Marysville,  Calif.)  is  amended 
by  changing  the  words  which  read;  “and 
on  the  east  by  restricted  area  R-265;”  to 
read:  “and  on  the  east  by  restricted 
area  R-265  and  a  line  extending  from 
a  point  at  latitude  39°15'10",  longitude 
120°  30 '00"  northward  along  longitude 
120°30'00"  to  the  southern  edge  of  VOR 
civil  airway  No.  200 ;”. 

12.  Section  601.1415  is  added  to  read: 

§  601.1415  Control  area  extension 
(Foriuna,  Calif.).  That  airspace  cen¬ 
tered  on  the  270*  True  radial  of  the 
Fortuna  omnirange,  10  miles  in  width 
at  the  omnirange  station  with  each  edge 
diverging  at  an  angle  of  5°  with  the 
centerline  and  extending  to  the  eastern 
boundary  of  the  Oakland  Oceanic  Con¬ 
trol  Area. 

13.  Section  601.1416  is  added  to  read: 

§  601.1416  Control  area  extension 
(Salt  Lake  City,  Utah).  That  airspace 
southwest  of  Salt  Lake  City  bounded 
on  the  north  by  Red  civil  airway  No.  49, 
on  the  east  by  Amber  civil  airway  No.  2 
and  on  the  southwest  by  VOR  civil  airway 
No.  253.  . 

14.  Section  601.1983  Three  mile  radius 
zones  is  amended  by  deleting  the  fol¬ 
lowing  airports;  Everett,  Wash.;  Paine 
AFB.  Schenectady,  N.  Y.:  Schenectady 
Airport. 

15.  Section  601.2001  is  amended  to 
read: 

§  601.2001  Albany,  N.  Y.,  control  zone. 
Within  a  5-mile  radius  of  the  Albany 
Municipal  Airport,  within  2  miles  either 
side  of  the  north  course  of  the  Albany 
radio  range  extending  from  the  radio 
range  station  to  a  point  10  miles  north, 
and  within  2  miles  either  side  of  the 
Albany  ILS  localizer  course  extending 
from  the  localizer  to  a  point  10  miles 
north  of  the  ILS  outer  marker. 

16.  Section  601.2090  Columbus,  Ohio, 
control  zone  is  amended  by  deleting  the 
portion  which  reads:  “and  within  2  miles 
either  side  of  the  50°  and  230°  True 
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radials  of  the  Columbus  omnirange  ex« 
tending  from  the  Port  Columbus  airport 
control  zone  to  a  point  10  miles  north¬ 
east  of  the  omnirange  station.” 

17.  Section  601.2226  is  amended  to 
read: 

§  601.2226  Springfield,  III.,  control 
zone.  Within  a  5-mile  radius  of  Capital 
Airport,  Springfield,  Ill.,  within,  2  miles 
either  side  of  the  northeast  and  south¬ 
west  courses  of  the  Springfield  radio 
range  extending  from  the  airport  to  a 
point  12  miles  southwest  of  the  radio 
range  station,  within  2  miles  either  side 
of  the  40°  True  radial  of  the  Springfield 
omnirange  extending  from  the  omni¬ 
range  station  to  a  point  12  miles  north¬ 
east,  and  within  2  miles  either  side  of 
42°  True  and  222°  True  bearings  from 
the  ILS  outer  compass  locator  extend¬ 
ing  from  the  5-mile  radius  zone  to  a 
point  12  miles  southwest  of  the  outer 
compass  locator. 

18.  Section  601.2281  is  amended  to 
read: 

§  601.2281  Tacoma,  Wash.,  control 
zone.  Within  a  5-mile  radius  of  Mc- 
Chord  Air  Force  Base  and  within  2  miles 
either  side  of  the  north  course  of  the 
McChord  radio  range  extending  from  the 
Air  Force  Base  to  the  radio  range  sta¬ 
tion,  excluding  the  portions  from  the 
surface  upwards  which  are  in  confiict 
with  and  overlap  restricted  areas  R^503 
and  R-504. 

19.  Section  601.2286  is  amended  to 
read: 

§  601.2286  Columbus,  Ga.,  control 
zone.  Within  a  5 -mile  radius  of  Mus¬ 
cogee  County  Airport  including  the  air¬ 
space  within  2  miles  either  side  of  the 
northeast  course  of  the  Columbus  radio 
range  extending  southward  to  include  a 
5-mile  radius  of  the  Lawson  Army  Air¬ 
field,  within  2  miles  either  side  of  the 
southwest  course  of  the  Columbus  radio 
range  extending  from  the  radio  range 
station  to  a  point  10  miles  southwest, 
and  within  2  miles  either  side  of  the  150° 
and  330“  True  radials  of  the  Columbus 
omnirange  extending  from  the  Muscogee 
County  Airport  to  a  point  3  miles  north¬ 
west  of  the  omnirange  station.  The  por¬ 
tions  of  this  control  zone  which  overlap 
restricted  area  R-129  are  excluded. 

20.  Section  601.2396  is  added  to  read: 

§  601.2396  Everett,  Wash.,  control 
zone.  Within  a  5-mile  radius  of  Paine 
Air  Force  Base  and  within  2  miles  either 
side  of  a  direct  line  extending  from  the 
Paine  AFB  to  the  Paine  APB  nondirec- 
tional  radio  beacon. 

21.  Section  601.2397  is  added  to  read: 

§  601.2397  Schenectady,  N.  Y.,  control 
zone.  Within  a  5-mile  radius  of  Sche¬ 
nectady  County  Airport  and  within  2 
miles  either  side  of  a  direct  line  extend¬ 
ing  between  the  Schenectady  County 
Airport  and  the  Albany,  N.  Y.,  ILS  outer 
marker. 

22.  Section  601.4207  Red  civil  airway 
No.  7  (Atlanta,  Ga.,  to  Greensboro,  N.  C.) 
is  amended  by  deleting  the  following  re¬ 
porting  point:  ‘‘the  intersection  of  the 
north  course  of  the  Charlotte,  N.  C.,  radio 
range  and  the  southwest  course  of  the 
Greensboro,  N.  C.,  radio  range.” 


23.  Section  601.4661  Blue  civil  airway 
No.  61  (Springfield,  Mo.,  to  Kansas  City, 
Mo.)  is  revoked. 

24.  Section  601.5001  Other  reporting 
points  is  amended  by  deleting  the  follow¬ 
ing:  “Seal  Intersection:  The  intersection 
of  a  rhumb  line  between  the  Nantucket, 
Mass.,  nondirectional  radio  beacon  and 
the  Kindley  AFB  Bermuda  radio  range 
station  and  the  western  boundary  of  the 
ICAO  Control  Area  at  latitude  39°50'00" 
N.,  longitude  69°16'00"  W.”  and  by 
adding  the  following  reporting  point  in 
lieu  thereof:  “Haddock  Intersection:  The 
intersection  of  a  rhumb  line  between  the 
Nantucket,  Mass.,  nondirectional  radio 
beacon  and  the  Kindley  AFB  Bermuda 
nondirectional  radio  beacon  and  the 
western  boundary  of  the  New  York 
Oceanic  Control  Area  at  latitude 
39°50'00"  N.,  longitude  69°16'00"  W.” 

25.  Section  601.6038  is  amended  to 
read: 

§  601.6038  VOR  civil  airway  No.  38 
control  areas  (Iowa  City,  Iowa,  to  Elkins, 
W.  Va.) .  All  of  VOR  civil  airway  No.  38 
including  a  south  alternate. 

26.  Section  601.6056  is  amended  to 
read: 

§  601.6056  VOR  civil  airway  No.  56 
control  areas  (Montgomery,  Ala.,  to  Flor¬ 
ence,  S.C.).  All  of  VOR  civil  airway  No. 
56  including  a  north  alternate,  but  ex¬ 
cluding  the  airspace  between  the  main 
airway  and  its  north  alternate  between 
the  Columbus,  S.  C.  omnirange  station 
and  the  Florence,  S.  C.  omnirange 
station. 

27.  Section  601.6221  is  amended  to 
read: 

§  601.6221  VOR  civil  airway  No.  221 
control  areas  (Fort  Wayne,  Ind.,  to  Erie, 
Pa.).  All  of  VOR  civil  airway  No.  221. 

28.  Section  601.6241  is  added  to  read: 

§  601.6241  VOR  civil  airway  No.  241 
control  areas  (Crestview,  Fla.,  to  Atlanta, 
Ga.),  All  of  VOR  civil  airway  No.  241. 

29.  Section  601.6244  VOR  civil  airway 
No.  244  control  areas  (Crestview,  Fla.,  to 
Dothan,  Ala.)  is  revoked. 

30.  Section  601.6253  is  added  to  read: 

§  601.6253  VOR  civil  airway  No.  253 
control  areas  (Utah  Lake,  Utah,  to 
Grantsville,  Utah) .  All  of  VOR  civil  air¬ 
way  No.  253. 

31.  Section  601.7001  VOR  Domestic 
reporting  points  is  amended  by  adding 
the  following  reporting  points: 

Grantsville,  Md.,  omnirange  station. 

Birmingham,  Ala.,  omnirange  station. 

North  Perry  Intersection:  The  intersection 
of  the  JeSerson,  Ohio,  omnirange  279°  True 
and  the  Youngstown,  Ohio,  omnirange  320° 
True  radials.  — 

Doby  Intersection:  The  Intersection  of  the 
Elko,  Nev.,  omnirange  338°  True  and  the 
Wells,  Nev.,  omnirange  249°  True  radials. 

by  changing  the  following  reporting 
points  to  read : 

Marchand  Intersection:  The  intersection 
of  the  Youngstown,  Ohio,  omnirange  232° 
True  and  the  Cleveland,  Ohio,  omnirange 
132°  True  radials. 

Atwater  Intersection:  The  intersection  of 
the  Youngstown,  Ohio,  omnirange  232°  True 
and  the  Cleveland,  Ohio,  omnirange  116° 
True  radials. 


Adamsvllle  Intersection:  The  Intersection 
of  the  Appleton,  Ohio,  omnirange  085°  True 
and  the  Mansfield,  Ohio,  omnirange  149° 
True  radials. 

Gill  Intersection:  The  intersection  of  the 
Jefferson,  Ohio,  omnirange  279°  True  and 
the  Cleveland,  Ohio,  omnirange  024°  True 
radials. 

Point  Dume  Intersection:  The  intersection 
of  the  Fillmore,  Calif.,  omnirange  163°  True 
and  the  Long  Beach,  Calif.,  omnirange  287° 
True  radials. 

and  by  revoking  the  following  reporting 
points: 

Richmond  Intersection;  The  Intersection 
of  the  Houston,  Tex.,  omnirange  255°  True 
and  the  Eagle  Lake,  Tex.,  omnirange  106° 
True  radials. 

Keyser  Intersection:  The  Intersection  of 
the  Morgantown,  W.  Va.,  omnirange  096* 
True  and  the  Front  Royal,  Va.,  omnirange 
307°  True  radials. 

(Sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interpret  or  apply  sec.  601,  52  Stat. 
1007,  as  amended;  49  U.  S.  C.  551) 

This  amendment  shall  become  effective 
0001  e.  s.  t.  December  13,  1956. 

[SEAL]  James  T.  Pyle, 

Acting  Administrator 
of  Civil  Aeronautics. 

[F.  R.  Doc.  66-9383;  Filed,  Nov.  15,  1956; 
8:45  a.  m.] 

TITLE  25— INDIANS 

Chapter  I — Bureau  of  Indian  Affairs, 
Department  of  the  Interior 

Subchapter  L— -Irrigation  Projects:  Operation  and 
Maintenance 

Part  130 — Orders  Fixing  Operation  and 
Maintenance  Charges 

~  KLAMATH  INDIAN  IRRIGATION  PROJECT, 
OREGON 

November  6,  1956. 

On  October  5,  1956  notice  of  intention 
to  amend  §  130.47  was  published  in  the 
daily  issue  of  the  Federal  Register 
Volume  21,  Number  194,  on  page  7653. 

Interested  persons  were  thereby  given 
opportunity  to  participate  in  the  prep¬ 
aration  of  the  proposed  amendments  by 
submitting  data  or  argument  within 
thirty  days  from  the  date  of  publication 
of  the  notice.  No  written  or  oral  com¬ 
munications  were  received  within  the 
period  specified.  Therefore,  the  said  sec¬ 
tion  is  hereby  amended  and  promulgated 
as  follows: 

§  130.47  Assessments,  (a)  The  rate 
of  assessment  of  operation  and  mainte¬ 
nance  charges  on  irrigable  land  of  the 
Modoc  Point  Unit  to  which  water  can  be 
delivered  is  hereby  fixed  at  $4.00  per  acre 
per  annum  for  the  calendar  year  1957, 
and  subsequent  years,  until  further 
notice. 

(b)  The  rate  of  assessment  of  opera¬ 
tion  and  maintenance  charges  on  land 
under  the  Sand  Creek  Unit  shall  remain 
at  $3.00  per  acre  per  annum  until  further 
notice. 

(Secs.  1,  3,  36  Stat.  270,  272,  as  amended;  25 
U.,S.  C.  385) 

Perry  E.  Skarra, 
Acting  Area  Director. 

[F.  R.  Doc.  56-9388;  Filed,  Nov.  15,  1956; 
8:46  a.  m.] 
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Part  130 — Orders  Fixing  Operation 
AND  Maintenance  Charges 

WAPATO  INDIAN  IRRIGATION  PROJECT, 
WASHINGTON 

November  9, 1956. 

On  October  5, 1956  there  was  published 
In  the  daily  issue  of  the  Federal  Register, 
Volume  21,  Number  194,  page  7653,  notice 
of  intention  to  amend  §  130.86,  Sub¬ 
chapter  L,  Chapter  I  of  the  Code  of  Fed¬ 
eral  Regulations  Title  25.  This  section 
deals  with  the  operation  and  mainte¬ 
nance  charges  on  assessable  lands  at  the 
Wapato  Indian  Irrigation  Project, 
Yakima  Indian  Reservation.  Washington. , 
Interested  persons  were  thereby  given 
opportunity  to  participate  in  preparing 
the  proposed  amendment  by  submitting 
their  views  and  data  or  argument  in  writ¬ 
ing  to  Don  C.  Foster,  Area  Director, 
within  thirty  days  from  the  date  of  pub¬ 
lication  of  the  notice.  Written  com¬ 
ments.  unsupported  by  factual  data,  were 
received  from  both  the  non-Indiari  water 
users’  association  and  from  the  Yakima 
Tribal  Council.  After  giving  due  con¬ 
sideration  to  these  comments,  it  was  de¬ 
termined  that  sufficient  justification 
existed  for  the  proposed  rate  increase 
and,  accordingly,  §  130.86  of  Title  25, 
Code  of  Federal  Regulations.  Chapter  I, 
BureaXi  of  Indian  Affairs,  Subchapter  L, 
is  amended  as  follows: 

§  130.86  Charges.  Pursuant  toT^the 
provisions  of  the  acts  of  August  1,  1914 
and  March  7.  1928  (38  Stat.  583,  45  Stat. 
210;  25  U.  S.  C.  385,  387),  the  operation 
and  maintenance  charges  on  assessable 
lands  under  the  Wapato  Indian  Irriga¬ 
tion  Project,  Yakima  Indian  Reserva¬ 
tion,  Washington,  for  the  calendar  year 
1957  and  subsequent  years  until  further 
notice  are  hereby  fixed  as  follows: 

(a)  Minimum  charges  for  all  'tracts 

in  noncontiguous  single  owner¬ 
ship _  $7. 25 

(b)  Flat  rate  upon  all  farm  units  or 

tracts  for  each  accessible  acre.—  6. 00 

(c)  Storage  operation  and  mainte¬ 

nance.  For  all  lands  with  a  stor¬ 
age  water  right,  known  as  “B” 
lands,  in  addition  to  other 
-  charges  per  acre _  .45 

(Secs.  1.  3.  36  Stat.  270,  272,  as  amended: 
26  U.  S.  C.  385) 

Don  C.  Foster, 

Area  Director. 

[F.  R.  Doc.  56-9387;  Filed,  Nov.  15,  1956; 
8:45  a.  m.] 

TITLE  32A— NATIONAL  DEFENSE, 
APPENDIX 

Chapter  I — Office  of  Defense 
Mobilization 

[Defense  Mobilization  Order  I-IO  (Revised)  ] 

DMO  I-IO — Assignment  of  Defense  Mo¬ 
bilization  Responsibilities  to  the 
U.  S.  Department  of  Labor 

f 

By  virtue  of  the  authority  vested  in  me 
pursuant  to  the  National  Security  Act  of 
1947,  as  amended;  Reorganization  Plan 
No.  3,  effective  June  12,  1953;  the  De¬ 
fense  Production  Act  of  1950,  as 
amended;  Executive  Order  10480  of  Au¬ 
gust  14,  1953;  and  in  order  to  facilitate 


the  development  and  coordination  of 
Federal  policies  and  programs  for  cur¬ 
rent  defense  activities  and  readiness  for 
any  future  mobilization,  it  is  hereby 
ordered:  * 

1.  The  Secretary  of  Labor  will  be  re¬ 
sponsible  for  the  development  of  pre¬ 
paredness  measures  relating  to  the 
expansion  of  the  labor  force,  to  improv¬ 
ing  its  skills,  and  to  the  distribution, 
utilization  and  compensation  of  the 
civilian  labor  force.  Also,  the  Secretary 
of  Labor  will  be  responsible  for  the  de¬ 
velopment  of  a  national  wage  and  salary 
stabilization  program  and  organization 
for  use  in  the  event  of  mobilization  or 
attack  on  the  United  States.  Such  pre¬ 
paredness  measures  shall  be  undertaken 
within  a  work  program  which  is  con¬ 
sistent  with  the  defense  mobilization  as¬ 
sumptions  and  objectives  for  the  Govern¬ 
ment  as  a  whole.  Where  appropriate,  it 
should  also  take  account  of  delegations 
of  authority  and  responsibility  from 
Federal  Civil  Defense  Administration. 
To  assure  consistency  with  the  mobiliza¬ 
tion  program  as  a  whole,  the  propped 
work  program  will  be  submitted  to  tha 
Director  of  the  Office  of  Defense  Mobili¬ 
zation  for  review. 

2.  The  specific  manpower  and  related 
measures  for  which  the  Secretary  of 
Labor  is  responsible  are  as  follows: 

(a)  Continuously  assemble,  analyze, 
and  make  available  to  other  agencies  in 
accordance  with  their  needs,^  informa¬ 
tion  relating  to  manpower  resources  and 
requirements,  including  information 
with  respect  to: 

(1)  The  effect  on  current  manpower 
resources,  and  on  the  potential  man¬ 
power  resources  available  for  mobiliza¬ 
tion,  of  currently  projected  production 
and  procurement  programs,  of  currently 
proposed  armed  forces  strength  levels, 
and  of  other  government  programs; 

(2)  The  manpower  feasibility  of  pro¬ 
duction  and  other  programs  planned  in 
event  of  mobilization  or  attack  on  the 
United  States,  identifying  present  or  po¬ 
tential  'manpower  shortages  and  the 
other  manpower  problems  which  should 
be  attacked  now  in  the  interests  of  na¬ 
tional  s.ecurity;  and 

(3)  The  manpower  distribution  and 
utilization  adjustments  needed  in  event 
of  mobilization  or  attack. 

(b)  Make  recommendations  on  the 
adjustments  in  production,  procurement 
and  other  government  programs  needed 
in  the  interests  of  effective  utilization  of 
the  nation’s  manpower  resources  in  event 
of  mobilization  or  attack. 

(c)  Develop  plans  and  programs  for 
meeting  defense-supporting  and  essen¬ 
tial  civilian  labor  requirements,  and  for 
achieving  maximum  utilization  of  the 
civilian  labor  force  in  the  event  of  mobili¬ 
zation  or  attack. 

(d)  Develop,  in  cooperation  with  the 
Department  of  Commerce,  the  Depart¬ 
ment  of  Defense,  the  National  Labor  Re¬ 
lations  Board,  the  Federal  Mediation  and 
Conciliation  Service,  and  the  National 
Mediation  Board,  measures  for  the  main¬ 
tenance  of  effective  labor-management 
relations  during  a  national  emergency. 

(e)  Assist  the  Office  of  Defense  Mobili¬ 
zation  in  the  development  of  manpower 
policies  suitable  in  the  event  of  mobiliza¬ 
tion  or  attack  on  the  United  States. 


(f)  Develop  and  maintain  plans  to  in¬ 
sure  the  continuity  of  the  essential  func¬ 
tions  of  the  Department  in  the  event  of 
attack  on  the  United  States. 

3.  The  specific  stabilization  prepared- 
nes»measures  for  which  the  Secretary  of 
Labor  is  responsible  are  as  follows : 

(a)  Develop  measures  for  wage  and 
salary  stabilization  during  a  national 
emergency. 

(b)  Develop  measures  for  the  admin¬ 
istration  of  a  wage  and  salary  stabiliza¬ 
tion  program  during  a  national  emer¬ 
gency  including  provisions  for  a  national 
and  field  organization. 

(c)  Develop  measures  for  an  investi¬ 
gation  and  enforcement  program  to 
maintain  compliance  with  the  wage  and 
salary  stabilization  policies,  orders  and 
regulations  during  a  national  emergency. 

(d)  Develop  plans  for  such  statistical 
studies  as  may  be  neceSsaiT  in  order  to 
assist  stabilization  operating  agencies  to 
carry  out  their  functions  during  a  na¬ 
tional  emergency. 

(e)  Develop  plans  for  the  gathering 
and  dissemination  of  wage,  price,  and 
other  economic  data  for  policy  decisions 
and  operating  needs  during  a  period  of 
national  emergency. 

4.  'The  work  programs  to  be  under¬ 
taken  by  the  Department  of  Labor  shall 
indicate  the  priority  and  scope  of  the 
work  to  be  carried  on  in  the  assigned 
areas.  Periodic  reports  of  progress  shall 
be  submitted,  as  requested. 

5.  'This  order  is  not  intended  to  affect 
any  delegation  of '  authority  heretofore 
conferred  upon  the  Secretary  of  Labor. 

Office  of  Defense 
Mobilization, 

Arthur  S.  Flemming, 

•  Director. 

[F.  R.  Doc.  56-9423;  Filed,  Nov.  15,  1956; 
8:53  a.  m.] 

TITLE  43— PUBLIC  LANDS: 

'  INTERIOR 

Chapter  I— Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 

Appendix — Public  Land  Orders 
[Public  Land  Order  1361] 

[72848] 

Utah 

REVOKING  DEPARTMENTAL  ORDER  OF  JANUARY 
7,  1907,  WHICH  WITHDREW  LANDS  FOR 
USE  OF  THE  FOREST  SERVICE  AS  A  RANGER 
STATION 

By  virtue  of  the  authority  vested  in  the 
President  and  pursuant  to  Executive  Or¬ 
der  No.  10355  of  May  26,  1952,  it  is 
ordered  as  follows: 

The  departmental  order  of  January 
7, 1907,  withdrawing  certain  lands  within 
the  Beaver  Forest  Reserve  (now  Fishlake 
National  Forest)  in  Utah,  for  use  of  the 
Forest  Service,  Department  of  Agricul¬ 
ture,  as  a  ranger  station,  which  was  par¬ 
tially  revoked  by  departmental  order  of 
April  7,  1914,  is  hereby  revoked  in  its 
entirety.  The  following  lands  are  re¬ 
leased  from  withdrawal  by  this  order: 
Salt  Lake  Meridian 

T.  30  S.,  R.  5  W.. 

Sec.  9,  SW’ASWiA. 
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The  area  described  contains  40  acres. 
The  lands  are  within  the  Fishlake  Na¬ 
tional  Forest,  and  shall  be  opened,  sub¬ 
ject  to  any  valid  existing  rights,  and  the 
requirements  of  applicable  law,  to  such 
applications,  selections,  and  locations  as 
are  permitted  on  national  forest  lands 
effective  at  10:00  a.  m.  on  December  15, 
1956. 

Fred  G.  Aandahl, 

Assistant  Secretary  of  the  Interior, 
November  9,  1956. 

[P.  R.  Doc.  56-9389;  Piled,  Nov.  15.  1956; 

8:46  a.  m.] 


pursuant  to  §  18.11,  Title  50,  Code  of 
Federal  Regulations,  the  following  exist¬ 
ing  regulations  are  no  longer  required 
and  are  revoked  effective  upon  publica¬ 
tion  of  this  document  in  the  FederaiT 
Register: 

FISHING 

§  34.151'  Fishing  permitted.  (7  F.  R. 
8067.)  , 

§  34.152  State  fishing  laws.  (7  F.  R. 
8067.) 

§  34.153  Fishing  licenses  and  per¬ 
mits.  (7  F.  R.  8067.) 


§  34.154  Routes  of  travel.  (7  F.  R. 
8067.) 

§  34.155  Temporary  restrictions.  (7 
F.  R.  8067.) 

(Sec.  10,  45  Stat.  1224,  as  amended,  sec.  4. 
48  Stat.  402,  as  amended;  16  U.  S.  C.  7151, 
664) 

Issued  at  Washington,  D.  C.,  and 
dated  November  8,  1956. 

Fred  A.  Seaton, 

Secretary  of  the  Interior. 

[P.  R.  Doc.  66-9386;  Piled,  Nov.  15,  1956; 
8:45  a.  m.] 


TITLE  46— SHIPPING 

Chapter  II — Federal  Maritime  Board, 
Maritime  Administration,  Depart¬ 
ment  of  Commerce 

Subchapter  B-;^egulations  AfFeeling  Maritime 
Carriers  and  Related  Activities 

Part  221 — ^Documentation,  Transfer  or 
Charter  of  Vessels 

STATEMENT  OF  POLICY  “ 

Correction 

In  the  Appendix  in  Federal  Register 
Dociiment  56-9131,  published  at  page 
8588  of  the  issue  for  Thursday,  November 
8.  1956,  paragraph  B  4  should  read  as 
follows: 

4.  Default.  In  the  event  of  default  under 
conditions  1  or  2  or  3,  the  vessel  approved  for 
transfer  shall  be  subject  to  the  penalties 
Imposed  for  violation  of  conditions  of  ap¬ 
proval  as  provided  in  section  41  of  the  Ship¬ 
ping  Act,  1916,  as  amended  (46  U.  S.  C.  839). 


TITLE  50— WILDLIFE 

Chapter  I — Fish  and  Wildlife  Service, 
Department  of  the  Interior 

*  Subchapter  C— Management  of  Wildlife 
Conservation  Areas 

Part  33 — Central  Region 
Part  34 — Southeastern  Region 

HUNTING  OF  DEER  AND  FISHING 

On  June  28, 1956,  a  notice  of  proposed 
rule  making  was  published  in  the  Fed¬ 
eral  Register  (21  F.  R.  4758)  regarding 
the  proposed  revocation  of  the  regula¬ 
tions  authorizing  the  hunting  of  deer  on 
the  Trempealeau  National  Wildlife 
Refuge,  Wisconsin.  No  views,  data,  or 
arguments  having  been  received  in  re¬ 
sponse  to  the  notice  and  it  being  deemed 
in  the  public  interest  to  take  such  ac¬ 
tion,  the  following  regulations  are  re¬ 
voked  effective  30  days  after  publication 
of  this  document  in  the  Federal  Regis¬ 
ter: 

HUNTING  OF  DEER 

§  33.251  Deer  hunting  permitted. 
(11  F.  R.  11509.) 

§  33.252  Entry  upon  refuge.  (11 F.  R. 
11509.) 

§  33.253  State  '  hunting  laws.  (11 
F.  R.  11509.) 

Public  fishing  on  the  Reelf  oot  National 
Wildlife  Refuge,  Tennessee,  having  been 
authorized  by  administrative  action 
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DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 

[  26  CFR  (1954)  Part  1  ] 

Income  Tax;  Taxable  Years  Beginning 
After  December  31,  1953 

NORMAL  TAXES  AND  SURTAXES 

Notice  is  hereby  given,  pursuant  to 
the  Administrative  Procedure  Act,  ap¬ 
proved  June  11,  1946,  that  the  regula¬ 
tions  set  forth  in  tentative  form  below 
are  proposed  to  be  prescribed  by  the 
Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the 
Treasury  or  his  delegate.  Prior  to  the 
final  adoption  of  such  regulations,  con¬ 
sideration  will  be  given  to  any  data, 
views,  or  arguments  pertaining  thereto 
which  are  submitted  in  writing,  in  dupli¬ 
cate,  to  the  Commissioner  of  Internal 
Revenue,  Attention:  T:P,  Washington 
25,  D.  C.,  within  the  period  of  30  days 
from  the  date  of  publication  of  this 
notice  in  the  Federal  Register.  The 
proposed  regulations  are  to  be  issued 
under  the  authority  contained  in  section 
7805  of  the  Internal  Revenue  Code  of 
1954  (68A  Stat.  917;  26  U.  S.  C.  7805). 

[seal]  O.  Gordon  Delk, 

Acting  Commissioner 
of  Internal  Revenue. 

The  regulations  set  forth  below  are 
prescribed  under  sections  541  to  565  in¬ 
clusive,  of  the  Internal  Revenue  Code  of 
1954.  Except  as  otherwise  stated  in  the 
regulations,  the  rules  are  applicable  for 
taxable  years  beginning  after  December 
31,  1953,  and  ending  after  August  16, 
1954. 

Normal  Taxes  and  Surtaxes;  Corporations 
Used  to  Avoid  Income  Tax  on  Share¬ 
holders 

PERSONAL  HOLDING  COMPANIES 

Sec. 

1.541  statutory  provisions;  imposition  of 

personal  holding  company  tax. 

1.541- 1  Imposition  of  tax. 

1.542  Statutory  provisions;  definition  of 

personal  holding  company. 

1.542- 1  General  rule. 

1.542- 2  Gross  income  requirement. 

1.542- 3  Stock  ownership  requirement. 

1.542- 4  Corporations,  filing  consolidated  re¬ 

turns. 

1.543  Statutory  provisions;  definition  of 

personal  holding  company  income. 


Sec. 

1.543- 1  Personal  holding  company  Income. 
1.543^2  Limitation  on  gross  Income  and  per¬ 
sonal  holding  company  income  in 
transactions  Involving  stocks,  se¬ 
curities  and  commodities. 

1.544  Statutory  provisions;  rules  for  de¬ 

termining  stock  ownership. 

1.544- 1  Constructive  ownership. 

1.544- 2  Constructive  ownership  by  reason 

of  Indirect  ownership. 

1.544- 3  Constructive  ownership  by  reason  of 

family  and  partnership  ownership. 

1.544- 4  Options. 

1.544- 5  Convertible  securities. 

1.544- 6  Constructive  ownership  as  actual 

ownership. 

1.544- 7  Option  rule  in  lieu  of  family  and 

partnership  rule.  ‘ 

1.545  Statutory  provisions;  undistributed 

'  personal  holding  company  Income. 

1.545- 1  Definition. 

1.545- 2.  Adjustments  to  taxable  income. 

1.546  Statutory  provisions;  income  not 

placed  on  annual  basis. 

1.547  Statutory  provisions;  deduction  for 

deficiency  dividends. 

1.647-1  General  rule. 

1.547- 2  Requirements  for  deficiency  divi¬ 

dends. 

1.547- 3  Claim  for  credit  or  refund. 

1.547- 4  Effect  on  dividends  paid  deduction. 

1.547- 6  Deduction  denied  in  case  of  fraud 

or  wilful  failure  to  file  timely  re¬ 
turn. 

1.547- 6  Suspension  of  statute  of  limitations 

and  stay  of  collection. 

1.547- 7  Effective  date. 

FOREIGN  PERSONAL  HOLDING  COMPANIES 

1.651  Statutory  provisions;  foreign  per¬ 
sonal  holding  company  Income 
taxed  to  United  States  share¬ 
holders. 

1.651-1  General  rule. 

1.551- 2  Amount  included  in  gross  Income. 

1.551- 3  Deduction  for  obligations  of  the 

United  States  and  its  instru¬ 
mentalities. 

1.551- 4  Information  in  return. 

1.551- 6  Effect  on  capital  account  of  foreign 

personal  holding  company  and 
basis  of  stock  in  hands  of  share¬ 
holders. 

1.552  Statutory  provisions;  definition  of 
foreign  personal  holding  company. 

1.552- 1  Definition  of  foreign  personal  hold¬ 

ing  company. 

1.552- 2  Gross  Income  requirement. 

1.552- 3  Stock  ownership  requirement. 
1.563-4  Certain  excluded  banks. 

1.552- 6  United  States  shareholder  of  ex¬ 

cluded  bank. 

1.653  Statutory  provisions;  foreign  per¬ 
sonal  holding  company  income. 
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Sec. 

1.553- 1  Foreign  personal  holding  company 

income. 

1.554  Statutory  provisions;  stock 

ownership. 

1.554- 1  Stock  ownership. 

1.555  Statutory  provisions;  gross  Income 

of  foreign  personal  holding 
companies. 

1.555- 1  General  rule. 

1.555- 2  Additions  to  gross  Income. 

1.556  Statutory  provisions;  undistributed 

foreign  personal  holding  company 
Income. 

1.556- 1  Definition. 

1.556- 2  Adjustments  to  taxable  income. 

1.556- 3  Illustration  of  computation  of  un¬ 

distributed  foreign  personal  hold¬ 
ing  company  income. 

1.557  Statutory  provisions;  income  not 

placed  on  annual  basis. 

DEDUCTION  FOR  DIVIDENDS  PAID 

1.561  Statutory  provisions;  definition  of 

deduction  for  dividends  paid. 

1.561- 1  Deduction  for  dividends  paid. 

1.561- 2  When  dividends  are  considered 

paid. 

1.562  Statutory  provisions;  rules  applica¬ 

ble  in  determining  dividends 

eligible  for  dividends  paid  deduc¬ 
tion. 

1.562- 1  Dividends  for  which  the  dividends 

paid  deduction  is  allowable. 

1.562- 2  Preferential  dividends. 

1.562- 3  Distributions  by  a  member  of  an 

affiliated  group. 

1.563  Statutory  provisions;  rules  relating 

to  dividends  paid  after  close  of 
taxable  year. 

1.563- 1  Accumulated  earnings  tax. 

1.563- 2  Personal  holding  company  tax. 

1.563- 3  Dividends  considered  as  paid  on  last 

day  of  taxable  year. 

1.564  Statutory  provisions;  dividend  car¬ 

ryover. 

1.564- 1  Dividend  carryover. 

1.565  Statutory  provisions;  consent  divi¬ 

dends. 

1.565- 1  General  rule, 

1.565- 2  Limitations. 

1.565- 3  Effect  of  consent. 

1.565- 4  Consent  dividends  and  other  dis¬ 

tributions. 

1.565- 5  Nonresident  aliens  and  foreign 

corporations. 

1.565- 6  Definitions. 

PCkSONAL  HOLDING  COMPANIES 

§  1.541  Statutory  provisions;  imposi- 
tion  of  personal  holding  company  tax. 

Sec.  541.  Imposition  of  personal  holding 
company  tax.  In  addition  to  other  taxes 
Imposed  by  this  chapter,  there  is  hereby  im¬ 
posed  for  each  taxable  year  on  the  undis¬ 
tributed  personal  holding  company  income 
(as  defined  in  section  545)  of  every  personal 
holding  company  (as  defined  in  section  542) 
a  personal  holding  company  tax  equal  to  the 
sum  of — 

(1)  75  percent  of  the  undistributed  per¬ 
sonal  holding  company  income  not  in  excess 
of  $2,000,  plus 

(2)  85  percent  of  the  "undistributed  per¬ 
sonal  holding  company  income  in  excess  of 
$2,000. 

§  1.541-1  Imposition  of  tax.  (a)  Sec¬ 
tion  541  imposes  a  graduated  tax  upon 
corporations  classified  as  personal  hold¬ 
ing  companies  under  section  542.  This 
tax,  if  applicable,  is  in  addition  to  the 
tax  imposed  upon  corporations  generally 
under  section  11.  Unless  specifically  ex¬ 
cepted  under  section  542  (c)  the  tax.^ 
applies  to  domestic  and  foreign  corpora¬ 
tions  and,  to  the  extent  provided  by  sec¬ 
tion  542  (b),  to  an  afiBliated  group  of 
corporations  filing  a  consolidated  return. 
No.  223 - 2 


Corporations  classified  as  personal  hold¬ 
ing  companies  are  exempt  from  the  ac¬ 
cumulated  earnings  tax  imposed  under 
section  531  but  are  not  exempt  from  other 
income  taxes  imposed  upon  corporations, 
generally,  under  any  other  provisions  of 
the  Code.  Unlike  the  accumulated  earn¬ 
ings  tax  imposed  under  section  531,  the 
personal  holding  company  tax  imposed 
by  section  541  applies  to  all  personal 
holding  companies  as  defined  in  section 
542,  whether  or  not  they  were  formed 
or  availed  of  to  avoid  income  tax  upon 
shareholders.  See  section  6501  (f)  and 
the  regulations  thereunder  with  respect 
to  the  requirements  for  filing  a  schedule 
of  personal  holding  company  income. 

(b)  A  foreign  corporation,  whether 
resident  or  nonresident,  which  is  clas¬ 
sified  as  a  personal  holding  company 
is  subject  to  the  tax  imposed  under  sec¬ 
tion  541  with  respect  to  its  income  from 
sources  within  the  United  States,  even 
though  such  income  is  not  fixed  or  de¬ 
terminable  annual  or  periodical  income 
specified  in  section  881.  A  foreign  cor¬ 
poration  is  not  classified  as  a  personal 
holding  company  subject  to  tax  under 
section  541  if  it  is  a  foreign  personal 
holding  company  as  defined  in  section 
552  or  if  it  meets  the  requirements  of 
the  exception  provided  in  section  542 
(c)  (10). 

§  1.542  Statutory  provisions;  defini¬ 
tion  of  personal  holding  company. 

Sec.  542.  Definition  of  personal  holding 
company — (a)  General  rule.  For  purposes 
of  this  subtitle,  the  term  "personal  holding 
company”  means  any  corporation  (other 
than  a  corporation  described  in  subsection 
(c))  if— 

(1)  Gross  income  requirement.  At  least 
80  percent  of  its  gross  Income  for  the  tax¬ 
able  year  is  personal  holding  ^company  in¬ 
come  as  defined  in  section  543,  and 

(2)  Stock  ownership  requirement.  At  any 
time  during  the  last  half  of  the  taxable 
year  more  than  50  percent  in  value  of  its 
outstanding  stock  is  owned,  directly  or  in¬ 
directly,  by  or  for  not  more  than  5  indi¬ 
viduals.  For  purposes  of  this  paragraph, 
an  organization  described  in  section  503  (b) 
or  a  portion  of  a  trust  permanently  set 
aside  or  to  be  used  exclusively  for  the  pur- 
.poses  described  in  section  642  (c)  or  a  cor¬ 
responding  provision  of  a  prior  income  tax 
law  shall  be  considered  an  individual.  The 
preceding  sentence  shall  not  apply  in  the 
case  of  an  organization  or  trust  organized 
or  created  before  July  1,  1950,  if  at  all  times 
on  or  after  July  1,  1950,  and  before  the 
close  of  the  taxable  year  such  organization 
or  trust  has  owned  all  of  the  common  stock 
and  at  least  80  percent  of  the  total  number 
of  shares  of  all  other  classes  of  stock  of  the 
corporation,  but  only  if  such  organization 
or  trust  is  not  denied  exemption  under  sec¬ 
tion  504  or  an  unlimited  charitable  deduc¬ 
tion  is  not  denied  under  section  681  (c) 
and,  for  this  purpose — 

(A)  All  income  of  the  corporation  which 
is  available  for  distribution  as  dividends 
to  its  shareholders  at  the  close  of  £^ny  tax¬ 
able  year  shall  be  deemed  to  have  been  dis¬ 
tributed  at  the  close  of  such  year  whether 
or  not  any  portion  of  such  Income  was 
in  fact  distributed;  and 

(B)  Section  504  (a)  (1)  and  section  681 
(c)  (1)  shall  also  not  apply  to  income  at¬ 
tributable  to  property  of  a  decedent  dirlng 
before  January  1,  1951,  which  was  trans¬ 
ferred  during  his  lifetime  to  a  trust  or  prop¬ 
erty  that  was  transferred  under  his  will  to 
such  trust. 


(b)  Corporations  filing  consolidated  re¬ 
turns — (1)  General  rule.  In  the  case  of  an 
affiliated  group  of  corporations  filing  or  re¬ 
quired  to  file  a  consolidated  return  under 
section  1501  for  any  taxable  year,  the  gross 
income  requirement  of  subsection  (a)  (1)  of 
this  section  shall,  except  as  provided  in  para¬ 
graphs  (2)  and  (3),  be  applied  for  such  year 
with  respect  to  the  consolidated  gross  in¬ 
come  and  the  consolidated  personal  holding 
company  income  of  the  affiliated  group.  No 
member  of  such  an  affiliated  group  shall  be 
considered  to  meet  such  gross  income  re¬ 
quirement  unless  the  affiliated  group  meets 
such  requirement. 

(2)  Ineligible  affiliated  group.  Paragraph 

(1)  shall  not  apply  to  an  affiliated  group  of 
corporations,  other  than  an  affiliated  group 
of  railroad  corporations  the  common  parent 
of  which  would  be  eligible  to  file  a  consoli¬ 
dated  return  under  section  141  of  the 
Internal  Revenue  Code  of  1939  prior  to  its 
amendment  by  the  Revenue  Act  of  1942,  if— 

(A)  Any  member  of  the  affiliated  group 
of  corporations  (Including  the  common  par¬ 
ent  corporation)  derived  10  percent  or  more 
of  its  gross  Income  for  the  taxable  year  from 
sources  outside  the  affiliated  group,  and 

(B)  80  percent  or  more  of  the  amount 
described  in  subparagraph  (A)  consists  of 
personal  holding  company  Income  (as  de¬ 
fined  in  section  543). 

For  purposes  of  this  paragraph,  section  543 
shall  be  applied  as  if  the  amount  described 
in  subparagraph  (A)  were  the  gross  Income 
of  the  corporation. 

(3)  Excluded  corporations.  Paragraph  (1) 
shall  not  apply  to  an  affiliated  group  of 
corporations  if  any  member  of  the  affiliated 
group  (including  the  common  parent  corpo¬ 
ration)  is  a  corporation  excluded  from  the 
definition  of  personal  holding  company 
under  subsection  (c). 

(4)  Certain  dividend  income  received  by 
a  common  parent.  In  applying  paragraph 

(2)  (A)  and  (B),  personal  holding  company 
Income  and  gross  Income  shall  not  include 
dividends  received  by  a  common  parent  cor¬ 
poration  from  another  corporation  if — 

(A)  The  common  parent  corporation  owns, 
directly  or  Indirectly,  more  than  50  percent 
of  the  outstanding  voting  stock  of  such  other 
corporation,  and 

(B)  Such  other  corporation  is  not  a  per¬ 
sonal  holding  company  for  the  taxable  year 
in  which  the  dividends  are  paid. 

(c)  Exceptions.  The  term  “personal  hold¬ 
ing  company”  as  defined  in  subsection  (a) 
does  not  Include — 

(1)  A  corporation  exempt  from  tax  under 
subchapter  P  (sec.  501  and  following); 

(2)  A  bank  as  defined  in  section  581; 

(3)  A  life  insurance  company; 

(4)  A  surety  company; 

(5)  A  foreign  personal  holding  company 
as  defined  in  section  552; 

(6)  A  licensed  personal  finance  company 
under  State  supervision,  80  percent  or  more 
of  the  gross  Income  of  which  is.  lawful 
Interest  received  from  loans  made  to  indi¬ 
viduals  in  accordance  with  the  provisions  of 
applicable  State  law  if  at  least  60  percent 
of  mch  gross  Income  is  lawful  Interest — 

(A)  Received  from  individuals  each  of 
whose  indebtedness  to  such  company  did  not 
at  any  time  during  the  taxable  year  exceed 
in  principal  amount  the  limit  prescribed  for 
small  loans  by  such  law  (or,  if  there  is  no 
such  limit,  $500),  and 

(B)  Not  payable  in  advance  or  com¬ 

pounded  and  computed  only  on  unpaid  bal¬ 
ances,  and  if  the  loans  to  a  person,  who  is  a 
shareholder  in  such  comjiany  during  the 
taxable  year  by  or  for  whom  10  percent  or 
more  in  value  of  its  outstanding  stock  is 
owned  directly  or  indirectly  (including,  in 
the  case  of  an  individual,  stock  owned  by  the 
members  of  his  family  as  defined  in  section 
544  (a)  (2) ) ,  outstanding  at  any  time  during 
such  year  do  not  exceed  $51X)0  in  principal 
amount;  ' 
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(7)  A  lending  company,  not  otherwise  ex¬ 
cepted  by  this  subsection,  authorized  to  en¬ 
gage  In  the  small  loan  business  under  one 
or  more  State  statutes  providing  for  the 
direct  regulation  of  such  business,  80  percent 
or  more  of  the  gross  Income  of  which  is  lawful 
Interest,  discount  or  other  authorized 
charges — 

(A)  Received  from  loans  maturing  In  not 
more  than  36  months  made  to  Individuals  In 
accordance  with  the  provisions  of  applicable 
State  law,  and 

(B)  Which  do  not.  In  the  case  of  any  in¬ 
dividual  loan,  exceed  In  the  aggregate  an 
amount  equal  to  simple  Interest  at  the  rate 
of  3  percent  p>er  month  not  payable  in  ad¬ 
vance  and  computed  only  on  unpaid  bal¬ 
ances,  if  at  least  60  percenj;  of  the  gross 
Income  is  lawful  interest,  discount  or  other 
authorized  charges  received  from  Individuals 
each  of  whose  indebtedness  to  such  company 
did  not  at  any  time  during  the  taxable  year 
exceed  in  principal  amount  the  limit  pre¬ 
scribed  for  small  loans  by  such  law  (or.  If 
there  Is  no  such  limit,  $500),  and  If  the 
deductions  allowed  to  such  company  under 
section  162  (relating  to  trade  or  business 
expenses),  other  than  for  compensation  for 
personal  services  rendered  by  shareholders 
(including  members  of  the  shareholder’s 
family  as  described  In  section  544  (a)  (2) ) 
constitute  15  percent  or  more  of  its  gross 
Income,  and  the  loans  to  a  person,  who  Is  a 
shareholder  In  such  company  during  the  tax¬ 
able  year  by  or  for  whom  10  percent  or  more 
In  value  of  its  outstanding  stock  is  owned 
directly  or  Indirectly  (including.  In  the  case 
of  an  individual,  stock  owned  by  the  mem¬ 
bers  of  his  family  as  defined  In  section  544 
(a)  (2)),  outstanding  at  any  time  during 
such  year  do  not  exceed  $5,000  In  principal 
amount; 

(8)  A  loan  or  Investment  corporation,  a 
substantial  part  of  the  business  of  which 
consists  of  receiving  funds  not  subject  to 
check  and  evidenced  by  Installment  or  fully 
paid  certificates  of  indebtedness  or  invest¬ 
ment,  and  making  loans  and  discounts,  and 
the  loans  to  a  person  who  is  a  shareholder 
in  such  corporation  dvurlng  such  taxable  year 
by  or  for  whom  10  percent  or  more  in  value 
of  its  outstanding  stock  is  owned  directly  or 
Indirectly  (Including,  in  the  case  of  an  indi¬ 
vidual,  stock  owned  by  the  members  of  his 
family  as  defined  in  section  544  (a)  (2) )  out¬ 
standing  at  any  time  diurlng  such  year  do 
not  exceed  $5,000  in  principal  amount; 

(9)  A  finance  company,  actively  and  regu¬ 
larly  engaged  In  the  business  of  purchas¬ 
ing  or  discounting  accounts  or  notes  receiva¬ 
ble  or  installment  obligations,  or  making 
loans  secured  by  any  of  the  foregoing  or  by 
tangible  personal  property,  at  least  80  per¬ 
cent  of  the  gross  income  of  which  is  derived 
from  such  business  in  accordance  with  the 
provisions  of  applicable  State  law  or  does 
not  constitute  personal  holding  company 
Income  as  defined  in  section  543,  if  60  per¬ 
cent  of  the  gross  income  is  derived  from 
one  or  more  of  the  following  classes  of 
transactions — 

(A)  Purchasing  or  discounting  accounts 
or  notes  receivable,  or  installment  obliga¬ 
tions  evidenced  or  secured  by  contracts  of 
conditional  sale,  chattel  mortgages,  or  chat¬ 
tel  lease  agreements,  arising  out  of  the  sale 
of  goods  or  services  in  the  course  of  the  trans¬ 
feror’s  trade  or  business; 

(B)  Making  loans,  maturing  in  not  more 
than  36  months,  to,  and  for  the  business 
purposes  of,  persons  engaged  in  trade  or 
business,  secured  by — 

(i)  Accovuits  or  notes  receivable,  or  in¬ 
stallment  obligations,  described  in  subpara¬ 
graph  (A) ; 

(il)  Warehouse  receipts,  bills  of  lading, 
trust  receipts,  chattel  mortgages,  bailments, 
or  factor’s  liens,  covering  or  evidencing  the 
borrower’s  inventories; 

(ill)  A  chattel  mortgage  on  property  used 
In  the  borrower’s  trade  or  business; 


except  loans  to  any  single  borrower  which 
for  more  than  90  days  in  the  taxable  year  of 
the  company  exceed-15  percent  of  the  aver¬ 
age  funds  employed  by  the  company  during 
such  taxable  year; 

(C)  Making  loans.  In  accordance  with  the 
provisions  of  applicable  State  law,  secured  by 
chattel  mortgages  on  tangible  personal  prop¬ 
erty,  the  original  amount  of  each  of  which 
is  not  less  than  the  limit  referred  to  in,  or 
prescribed  by,  paragraph  (6)  (A),  and  the 
aggregate  principal  amount  of  which  owing 
bV  any  one  borrower  to  the  company  at  any 
time  during  the  taxable  year  of  the  company 
does  not  exceed  $5,000;  and 

(D)  If  30  percent  or  more  of  the  gross  in¬ 
come  of  the  company  is  derived  from  one  or 
more  of  the  classes  of  transactions  described 
in  subparagraphs  (A),  (B),  and  (C),  pur¬ 
chasing,  discounting,  or  lending  upon  the 
security  of,  installment  obligations  of  in¬ 
dividuals  where  the  transferor  or  borrower 
acquired  such  obligations  either  in  trans¬ 
actions  of  the  classes  described  in  subpara¬ 
graphs  (A)  and  (C)  or  as  a  result  of  loans 
made  by  such  transferor  or  borrower  in  ac¬ 
cordance  with  the  provisions  of  subpara¬ 
graphs  (A)  and  (B)  of  paragraph'  (6)  or  of 
subparagraphs  (A)  and  (B)  of  paragraph 
(7)  of  this  subsection,  if  the  funds  so  sup^ 
plied  at  all  times  bear  an  agreed  ratio  to  the 
unpaid  balance  of  the  assigned  installment 
obligations,  and  documents  evidencing  such 
obligations  are  held  by  the  company; 

Provided,  That  the  deductions  allowable  un¬ 
der  section  162  (relating  to  trade  or  business 
expenses  ),^  other  than  compensation  for  per¬ 
sonal  services  rendered  by  shareholders  (in¬ 
cluding  members  of  the  shareholder’s  family 
as  described  in  section  544  (a)  (2)),  consti¬ 
tute  15  percent  or  more  of  the  gross  income, 
and  that  loans  to  a  person  who  is  a  share¬ 
holder  in  such  company  during  such  taxable 
year  by  or  for  whom  10  percent  or  more  ih 
value  of  its  outstanding  stock  is  owned  di¬ 
rectly  or  indirectly  (including,  in  the  case 
of  an  individual,  stock  owned  by  members 
of  his  family  as  defined  in  section  544  (a) 
(2)),  outstanding  at  any  time  during  such 
year  do  not  exceed  $5,000  in  principal 
amount; 

(10)  A  foreign  corporation  if — 

(A)  its  gross  income  from  sources  within 
the  United  States  for  the  period  specified  in 
8ection,861  (a)  (2)  (B)  is  less  than  50  percent 
of  its  total  gross  income  from  all  somces, 
and 

(B)  All  of  its  stock  outstanding  during  the 
last  half  of  the  taxable  year  is  owned  by 
nonresident  alien  individuals,  whether  di¬ 
rectly  or  indirectly  through  other  foreign 
corporations. 

[Sec.  542  Eis  amended  by  sec.  3,  Pub.  Law  385 
(84th  Ck>ng.).  Sec.  3,  Pub.  Law  385,  added 
the  last  sentence  of  sec.  542  (a)  (2),  elective 
with  resjject  to  taxable  years  beginning  after 
December  31,  1954] 

§  1.542-1  General  rule.  A  personal 
holding  company  is  any  corporation 
(other  than  one  specifically  excepted 
under  section  542  (c))  which,  for  the 
taxable  year,  meets — 

(a)  The  gross  income  requirement 
specified  in  section  542  (a)  (1)  and 
§  1.542-2,  and 

(b)  The  stock  ownership  requirement 
specified  in  section  542  (a)  (2)  and 
§  1.542-3. 

Both  requirements  must  be  satisfied  with 
respect  to  each  taxable  year. 

§  1.542-2  Gross  income  requirement. 
To  meet  the  gross  income  requirement  it 
is  necessary  that  at  least  80  percent  of 
the  total  gross  income  of  the  corporation 
for  the  taxable  year  be  personal  holding 
company  income  as  defined  in  section 


643  and  SS  1.543-1  and  1.543-2.  For  a 
discussion  of  what  generally  constitutes 
“gross  income”  see  section  61  and  the 
regulations  thereunder.  However,  for 
the  purpose  of  meeting  the  percentage 
requirement  of  section  542,  gross  income 
is  not  ssmonymous  with  gross  receipts 
and,  accordingly,  the  amount  of  gross 
income  for  this  purpose  may  differ  from 
the  amount  determined  under  section  61 
for  ordinary  corporate  tax  purposes. 
For  example,  for  purposes  of  section  542, 
gross  income  in  the  case  of  mineral,  oil, 
or  gas  production  payments  is  not  the 
gross  amount  of  such  payments  received 
but  is  only  the  excess  of  such  gross 
amount  over  the  proportionate  amount 
of  the  cost  of  the  payment  rights  under 
which  such  amounts  are  received  (see 
the  examples  of  the  computation  of  gross 
income  and  personal  holding  company 
income  contained  in  §  1.543-1  (b)  (11) 
(iii)  (b)). 

§  1.542-3  Stock  ownership  require^ 
ment — (a)  General  rule.  To  meet  the 
stock  ownership  requirement,  it  is  neces¬ 
sary  that  at  sometime  during  the  last 
half  of  the  taxable  year  more  than  50 
percent  in  value  of  the  outstanding  stock 
of  the  corporation  be  owned,  directly  or 
indirectly,  by  or  for  not  more  than  5 
individuals.  Any  organization  or  trust 
to  which  subparagraph  (1)  of  this  para¬ 
graph  applies  shall  be  considered  as  one 
individual  for  purposes  of  this  stock 
ownership  requirement  subject,  however, 
to  the  exception  in  subparagraph  (2)  of 
this  paragraph  which  is  applicable  only 
to  taxable  years  beginning  after  Decem¬ 
ber  31,  1954.  Thus,  if  an  organization 
or  trust  which  is  considered  as  an  indi¬ 
vidual,  owns  51  percent  in  value  of  the 
outstanding  stock  of  the  corporation  at 
any  time  during  the  last  half  of  the  tax¬ 
able  year,  the  stock  ownership  require¬ 
ment  will  be  met  by  ownership  of  the 
required  percentage  by  one  individual. 
See  section  544  and  §  1.544-1  through 
§  1.544-7  for  the  determination  of  stock 
ownership. 

(1)  An  organization  or  trust  consid¬ 
ered  as  an  individual.  Any  of  the  fol¬ 
lowing  organizations  or  trusts  shall  be 
considered  as  an  individual: 

(1)  An  organization  to  which  section 
503  applies,  namely,  any  organization 
described  in  section  501  (c)  (3)  (relating 
to  charitable,  etc.,  organizations)  or  sec¬ 
tion  401  (a)  (relating  to  employees’  pen¬ 
sion  trust,  etc.)  other  than  an  organi¬ 
zation  excepted  from  the  application  of 
section  503  by  paragraphs  (1)  to  (5)  of 
section  503  (b).  Therefore,  a  religious 
organization  (other  than  a  trust)  ex¬ 
cepted  under  section  503  (b)  (1)  is  not 
considered  an  individual  for  purposes  of 
the  stock  ownership  requirement  of  Sec¬ 
tion  542  (a)  (2). 

(ii)  A  portion  of  a  trust  permanently 
set  aside  or  to  be  used  exclusively  for  the 
purposes  described  in  section  642  (c), 
relating  to  amounts  set  aside  for  chari¬ 
table  purposes,  or  described"  in  a  corre¬ 
sponding  provision  of  the  prim:  income 
tax  law  (such  as  section  162  (a),  Internal 
Revenue  Code  of  1939). 

(2)  Exception.  For  taxable  years  be¬ 
ginning  after  December  31,  1954,  an 
organization  or  trust  to  which  subpara¬ 
graph  (1)  of  this  paragraph  applies 
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shall  not  be  considered  an  individual  if 
all  of  the  following  conditions  are  met; 

(i)  It  was  organized  or  created  before 
July  1,  1950, 

(ii)  At  all  times  on  or  after  July  1, 
1950,  and  before  the  close  of  the  taxable 
year,  it  owned  all  of  the  common  stock 
and  at  least  80  percent  of  the  total  num¬ 
ber  of  shares  of  all  other  classes  of  stock 
of  the  corporation,  and 

(iii)  (a)  For  the  taxable  year  it  is  not 
denied  exemption  under  section  504  or 
the  unlimited  charitable  deduction  under 
section  681  (c) .  In  determining  whether 
the  condition  in  this  subdivision  has  been 
met,  all  income  of  the  corporation  which 
is  available  for  distribution  as  dividends 
to  its  shareholders  is  treated  as  though 
distributed  to  the  .organization  or  trust 
at  the*  close  of  such  taxable  year  to  the 
extent  of  its  proportionate  interest  in 
income  available  for  distribution  as 
dividends.  Accordingly,  even  though  an 
organization  or  trust  to  which  subpara¬ 
graph  (1)  of  this  paragraph  applies  has 
not  in  fact  been  denied  for  the  taxable 
year  an  exemption  under  section  504  (a) 
(1)  or  an  unlimited  charitable  deduc¬ 
tion  under  section  681  (c)  (1)  it  may  be 
deemed  to  be  denied  an  exemption  or 
unlimited  charitable  deduction  for  such 
taxable  year  for  the  purpose  of  deter¬ 
mining  whether  it  meets  the  condition 
under  this  subdivision.  For  the  purpose 
of  this  subdivision  the  restrictions  in 
sections  504  (a)  (1)  and  681  (c)  (1) 
against  unreasonable  accumulations  will 
not  apply  to  income  attributable  to 
property  of  a  decedent  dying  before 
January  1,  1951,  which  was  transferred 
during  his  lifetime  to  a  trust  or  property 
that  was  transferred  under  his  will  to 
such  trust. 

(b)  Example.  This  subdivision  is  il¬ 
lustrated  by  the  following  example.  The 
X  Charitable  Foundation  (an  organiza¬ 
tion  described  in  section  501  (c)  (3)  to 
which  section  503  is  applicable)  has 
owned  all  of  the  stock  of  the  Y  Corpora¬ 
tion  since  Y’s  organization  in  1949.  Both 
X  and  Y  are  calendar  year  corporations. 
At  the  end  of  the  year  1955,  X  has  ac¬ 
cumulated  $100,000  out  of  income  and 
has  actually  paid  out  only  $75,000  of  this 
amount,  leaving  a  balance  of  $25,000  on 
December  31, 1955.  X  was  not  denied  an 
exemption  under  section  504  (a)  for  the 
year  1955.  Y,  during  the  calendar  year 
1955,  has  $400,000  taxable  income  of 
which  $200,000  is  available  for  distribu¬ 
tion  as  dividends  at  the  end  of  the  year. 
X  will  be  considered  to  have  accumulated 
out  of  income  during  the  calendar  year 
1955  the  amount  of  $225,000  for  the  pur¬ 
pose  of  determining  whether  it  would 
have  been  denied  an  exemption  under 
section  504  (a)  (1).  If  X  would  have 
been  denied  an  exemption  under  sec¬ 
tion  504  (a)  (1)  by  reason  of  having 
been  deemed  to  have  accumulated  $225,- 
000,  the  stock  ownership  requirement  of 
section  542  (a)  (2)  and  this  section  will 
have  been  satisfied.  If  Y  Corporation 
also  satisfies  the  gross  income  require¬ 
ment  of  section  542  (a)  (1)  and  §  1.542-2 
it  will  be  a  personal  holding  company. 

(b)  Changes  in  stock  outstanding.  It 
is  necessary  to  consider  any  change  in 
the  stock  outstanding  during  the  last 
half  of  the  taxable  year,  whether  in  the 
number  of  shares  or  classes  of  stock,  or 


In  the  ownership  thereof.  Stock  sub¬ 
scribed  and  paid  for  will  be  considered 
as  stock  outstanding,  whether  or  not 
such  stock  is  evidenced  by  issued  cer¬ 
tificates,  Treasury  stock  shall  not  be 
considered  as  stock  outstanding. 

(c)  Value  of  stock  outstanding.  The 
value  of  the  stock  outstanding  shall  be 
determined  in  the  light  of  all  the  cir¬ 
cumstances.  The  value  may  be  deter¬ 
mined  upon  the  basis  of  the  company’s 
net  worth,  earning  and  dividend  paying 
capacity,  appreciation  of  assets,  together 
with  such  other  factors  as  have  a  bear¬ 
ing  upon  the  value  of  the  stock.  If  the 
value  of  the  stock  is  greatly  at  variance 
with  that  reflected  by.  the  corporate 
books,  the  evidence  of  such  value  should 
be  filed  with  the  return.  In  any  case 
where  there  are  two  or  more  classes  of 
stock  outstanding,  the  total  value  of  all 
the  stock  should  be  allocated  among  the 
different  classes  according  to  the  relar- 
tive  value  of  each  class. 

(d)  Applicability  of  rules.  The  rules 
stated  in  this  section  are  equally  appli¬ 
cable  in  determining  the  stock  owner¬ 
ship  requirement  specified  in  section  543 
(a)  (5) ,  relating  to  personal  service  con¬ 
tracts,  and  in  section  543  Ca)  (6),  relat¬ 
ing  to  the  use  of  corporation  property  by 
a  shareholder.  The  stock  ownership  re¬ 
quirement  specified  in  these  sections  re¬ 
lates,  however,  to  the  stock  outstanding 
at  any  time  during  the  entire  taxable 
year  and  not  merely  during  the  last  half 
thereof. 

§  1.542-4  Corporations  filing  consoli¬ 
dated  returns — (a)  General  rule.  A 
consolidated  return  under  section  1501 
shall  determine  the  application  of  the 
personal  holding  company  tax  to  the 
group  and  to  any  member  thereof  on  the 
basis  of  the  consolidated  gross  income 
and  consolidated  personal  holding  com¬ 
pany  income  of  the  group  as  determined 
under  the  regulations  prescribed  pur¬ 
suant  to  section  1502  (relating  to  consoli¬ 
dated  returns) ;  however,  this  rule  shall 
not  apply  to  either  (1)  an  ineligible  aflBli- 
ated  group  as  defined  in  section  542  (b) 
(2)  and  paragraph  (b)  of  this  section,  or 
(2)  an  affiliated  group  of  corporations  a 
member  of  which  is  excluded  from  the 
definition  of  a  personal  holding  company 
under  section  542  (c)  and  paragraph  (c) 
of  this  section.  'Thus,  in  the  latter  two 
instances  the  gross  income  requirement 
provided  in  section  542  (a)  (1)  and 
§  1.542-2  shall  apply  to  each  Individual 
member  of  the  affiliated  group  of 
corporations. 

(b)  Ineligible  affiliated  group.  (1) 
Except  for  certain  affiliated  railroad 
corporations,  as  provided  in  subpara¬ 
graph  (2)  of  this  paragraph,  an  affiliated 
group  of  corporations  is  an  ineligible 
affiliated  group  and  therefore  may  not 
use  its  consolidated  gross  income  and 
consolidated  personal  holding  company 
income  to  determine  the  liability  of  the 
group  or  any  member  thereof  for  per¬ 
sonal  holding  company  tax  (as  provided 
in  paragraph  (aj)  of  this  section) ,  if  (i) 
any  member  of  such  group,  including  the 
common  parent,  derived  gross  income 
from  sources  outside  the  affiliated  group 
for  the  taxable  year  in  an  amount  equal 
to  10  percent  or  more  of  its  gross  income 
from  all  sources  for  that  year  and  (ii) 


80  percent  or  more  of  the  gross  income 
from  sources  outside  the  affiliated  group 
consists  of  personal  holding  company 
income  as  defined  in  section  543  and 
§§  1.543-1  and  1.543-2.  For  purposes  of 
subdivision  (i)  of  this  subparagraph 
gross  income  shall  not  include  certain 
dividend  income  received  by  a  common 
parent  from  a  corporation  not  a  member 
of  the  affiliated  group  which  qualifies  un¬ 
der  section  542  (b)  (4)  and  paragraph 
(d)  of  this  section.  See  particularly  the 
examples  contained  in  paragraph  (d) 

(2)  of  this  section.  Intercorporate 
dividends  received  by  members  of  the  af¬ 
filiated  group  (including  the  common 
parent)  are  to  be  included  in  the  gross 
income  from  all  sources  for  purposes  of 
the  test  in  subdivision  (i)  of  this  sub- 
paragraph.  For  purposes  of  subdivision 
(ii)  of  this  subparagraph,  section  543 
and  §  1.543-1  (a)  shall  be  applied  as  if 
the  amount  of  gross  income  derived  from 
sources  outside  the  affiliated  group  by  a 
corporation  which  is  a  member  of  such 
group  is  the  gross  income  of  such 
corporation. 

(2)  An  affiliated  group  of  railroad  cor¬ 
porations  shall  not  be  considered  to  be 
an  ineligible  affiliated  group,  notwith¬ 
standing  any  other  provisions  of  section 
542  (b)  (2)  and  this  paragraph,  if  the 
common  parent  of  such  group  would  be 
eligible  to  file  a  consolidated  return  un¬ 
der  section  141  of  the  Internal  Revenue 
Code  of  1939  prior  to  its  amendment  by 
the  Revenue  Act  of  1942. 

(3)  See  section  562  (d)  and  §  1.562-3 
for  dividends  paid  deduction  in  the  case 
of  a  distribution  by  a  member  of  an  in¬ 
eligible  affiliated  group. 

(4)  The  determination  of  whether  an 
affiliated  group  of  corporations  is  an 
ineligible  group  under  section  542  (b)  (2) 
and  this  paragraph,  may  be  illustrated 
by  the  following  examples: 

Example  (1).  Corporations  X,  T,  and  Z 
constitute  an  affiliated  group  of  corporations 
which  files  a  consolidated  return  for  the  cal¬ 
endar  year  1954;  Corporations  Y  and  Z  are 
wholly-dwned  subsidiaries  of  Corporation  X 
and  derive  no  gross  income  from  sources  out¬ 
side  the  affiliated  group;  Corporation  X,  the 
common  parent,  has  gross  Income  in  the 
amount  of  $250,000  for  the  taxable  year  1954. 
$200,000  of  such  gross  Income  consists  of 
dividends  received  from  Corporations  Y  and 
Z.  The  remaining  $50,000  was  derived  from 
sources  outside  the  affiliated  group,  $40,000 
of  which  represents  personal  holding  com¬ 
pany  Income  as  defined  in  section  543.  ^he 
$50,000  included  in  the  gross  Income  of  Cor¬ 
poration  X  and  derived  from  sources  outside 
the  affiiliated  group  is  more  than  10  percent 
of  X’s  gross  income  ($50,000/250,000)  and  the 
$40,000  which  represents  personal  holding 
company  Income  is  80  percent  of  $50,000  (the 
amount  considered  to  be  the  gross  income 
of  Corporation  X).  Accordingly,  Corpora¬ 
tions  X,  Y,  and  Z  would  be  an  Ineligible 
affiliated  group  and  the  gross  Income  require¬ 
ment  under  section  542  (a)  (1)  and  S  1.542-2 
would  be  applied  to  each  corporation  indi¬ 
vidually. 

Example  (2).  If,  in  the  above  example, 
only  $30,000  of  the  $50,000  derived  from 
sources  outside  the  affiliated  group  by  Cor- 
pxjratlon  X  represented  personal  holding 
company  Income,  this  group  of  affiliated 
corporations  would  not  be  an  ineligible  affili¬ 
ated  group.  Although  the  $50,000  repre¬ 
senting  the  gross  Income  of  Corporation  X 
from  sources  outside  the  affiliated  group  is 
more  than  10  percent  of  Its  total  gross  in¬ 
come,  the  amount  of  $30,000  representing 
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personal  holding  company  income  is  not  80 
percent  or  more  of  the  amount  considered 
to  be  gross  income  for  the  purpose  of  this 
test.  Under  section  542  (b)  (2)  and  sub* 
paragraph  (1)  (1)  of  this  paragraph  both 
the  gross  income  and  the  personal  holding 
company  income  requirements  must  be  sat¬ 
isfied  in  determining  that  an  affiliated  group 
constitutes  an  ineligible  group.  Since  both 
of  these  requirements  have  not  been  satis¬ 
fied  in  this  example  this  group  of  affiliated 
corporations  would  not  be  an  Ineligible 
group. 

(c)  Excluded  corporations.  The  gen¬ 
eral  rule  for  determining  liability  of  an 
afi&liated  group  under  paragraph  (a)  of 
this  section  shall  not  apply  if  any  mem¬ 
ber  thereof  is  a  corporation  which  is 
excluded,  under  section  542  (c),  from 
the  definition  of  a  personal  holding 
company. 

(d)  Certain  dividend  income  received 
by  a  common  parent.  (1)  Dividends 
received  by  the  common  parent  of  an 
affiliated  group  from  a  corporation 
which  is  not  a  member  of  the  affiliated 
group  shall  not  be  included  in  gross  in¬ 
come  or  personal  holding  company  in¬ 
come,  for  the  purpose  of  the  test  under 
section  542  (b)  (2)  (i)  if  such  common 
parent  owned,  directly  or  indirectly, 
more  than  50  percent  of  the  outstanding 
voting  stock  of  the  dividend  paying  cor¬ 
poration  at  the  time  such  common  par¬ 
ent  became  entitled  to  the  dividend  and 
(ii)  if  the  dividend  paying  corporation 
is  not  a  personal  holding  company  for 
the  taxable  year  in  which  the  dividends 
are  paid.  Thus,  if  the  tests  in  subdivi¬ 
sions  (i)  and  (ii)  of  this  subparagraph 
are  met,  the  dividend  income  received 
by  the  common  parent  from  such  other 
corporation  will  not  be  considered  gross 
income  for  purposes  of  the  test  in  sec¬ 
tion  542  (b)  (2)  (A)  (paragraph  (b) 
of  this  section) ,  that  is,  either  to  deter¬ 
mine  gross  income  from  sources  outside 
the  affiliated  group  or  to  determine  gross 
income  from  all  sources. 

(2)  The  application  of  subparagraph 

(1)  of  this  paragraph  may  be  illustrated 
by  the  following  examples: 

Example  (1).  Corporation  X  Is  the  com- 
''mon  parent  of  Corporation  Y  and  Corpora¬ 
tion  Z  and  together  they  constitute  an  affili¬ 
ated  group  which  files  a  consolidated  return 
under  section  1501.  Corporation  Y  and  Cor¬ 
poration  Z  derived  no  income  from  sources 
outside  the  affiliated  group.  Corporation  X, 
the  common  parent,  had  gross  income  of 
$100,000  for  the  calendar  year  1954  of  which 
amount  $20,000  represented  a  dividend  re¬ 
ceived  from  Corporation  W,  and  $4,000  rep¬ 
resented  interest  from  Corporation  T.  The 
remaining  gross  income  of  X,  $76,000,  was 
received  from  Corporations  Y  and  Z.  Cor¬ 
poration  X,  for  its  entire  taxable  year,  owned 
60  percent  of  the  voting  stock  of  Corporation 
W  which  was  not  a  personal  holding  company 
for  the  calendar  year  1954.  For  the  purpose 
of  the  gross  income  and  personal  holding 
company  income  test  under  section  542  (b) 

(2)  and  paragraph  (b)  of  this  section,  the 
$20,000  dividend  received  from  Corporation 
W  would  not  be  included  in  the  gross  income 
or  personal  holding  company  income  of  Cor¬ 
poration  X.  The  affiliated  group'  would  not 
be  an  ineligible  group  under  section  542  (b) 
(2)  because  10  percent  or  more  of  its  gross 
Income  was  not  from  sources  outside  the 
affiliated  group  as  required  by  section  542 
(b)  (2)  (A).  Inasmuch  as  the  $20,000  divi¬ 
dend  from  Corporation  W  Is  not  Included 
In  the  gross  Income  of  Corporation  X  for 
purposes  of  section  542  (b)  (2)  Corporation 


X  only  has  $4,000  gross  income  from  sources 
outside  the  affiliated  group  which  Is  only  5 
percent  of  its  gross  income  from  all  sources, 
$80,000. 

Example  (2).  If,  In  example  (1),  Corpora¬ 
tion  X  owned  50  percent  or  less  of  the  voting 
stock  of  Corporation  W  at  the  time  X  be¬ 
came  entitled  to  the  dividend,  or  if  Corpora¬ 
tion  W  had  been  a  personal  holding  company 
for  the  taxable  year  In  which  the  dividends 
were  paid,  the  $20,000  dividends  received  by 
Corporation  X  would  be  Included  in  gross 
Income  and  personal  holding  company  in¬ 
come  of  Corporation  X  for  the  purpose  of 
the  test  under  section  542  (b)  (2)  and  para¬ 
graph  (b)  of  this  section.  Thus,  the  affili¬ 
ated  group  would  be  an  ineligible  affiliated 
group  under  section  542  (b)  (2)  because  24 
percent  of  its  gross  income  was  from  sources 
outside  the  affiliated  group  ($24,000/$100,000) 
and  100  percent  of  this  $24,000  was  personal 
holding  company  income. 

§  1.543  Statutory  provisions;  defini¬ 
tion  of  personal  holding  company 
income. 

Sec.  543.  Personal  holding  company  in¬ 
come — (a)  General  rule.  For  purposes  of  this 
subtitle,  the  term  “personal  holding  company 
Income”  means  the  portion  of  the  gross  in¬ 
come  which  consists  of: 

(1)  Dividends,  etc.  Dividends,  interest, 
royalties  (other  than  mineral,  oil,  or  gas 
royalties),  and  annuities.  This  paragraph 
shall  not  apply  to  interest  constituting  rent 
as  defined  in  paragraph  (7)  or  to  interest  on 
amounts  set  aside  in  a  reserve  fund  under 
section  511  or  607  of  the  Merchant  Marine 
Act,  1936. 

(2)  Stock  and  securities  transactions.  Ex¬ 
cept  in  the  case  of  regular  dealers  in  stock  - 
or  securities,  gains  from  the  sale  or  exchange 
of  stock  or  securities. 

(3)  Commodities  transactions.  Gains 
from  futmes  transactions  in  any  commodity 
on  or  subject  to  the  rules  of  a  board  of  trade 
or  commodity  exchange.  This  paragraph 
shall  not  apply  to  gains  by  a  producer,  proc¬ 
essor,  merchant,  or  handler  of  the  commod¬ 
ity  which  arise  out  of  bona  fide  hedging 
transactions  reasonably  necessary  to  the  con¬ 
duct  of  its  business  in  the  manner  in  which 
such  business  is  customarily  and  usually  con¬ 
ducted  by  others. 

(4)  Estates  and  trusts.  Amounts  includ¬ 
ible  in  computing  the  taxable  income  of  the 
corporation  under  part  I  of  subchapter  J 
(sec.  641  and  following,  relating  to  estates, 
trusts,  and  beneficiaries) ;  and  gains  from  the 
sale  or  other  disposition  of  any  interest  in  an 
estate  or  trust. 

( 5 )  Personal  service  contracts.  (A) 
Amounts  received  under  a  contract  under 
which  the  corporation  is  to  furnish  personal 
services;  if  some  person  other  than  the  corpo¬ 
ration  has  the  right  to  designate  (by  name 
or  by  description)  the  individual  who  is  to 
perform  the  services,  or  if  the  individual  who 
is.  to  perform  the  services  is  designated  (by 
name  or  by  description)  in  the  contract;  and 

(B)  Amounts  received  from  the  sale  or 
other  disposition  of  such  a  contract. 

This  paragraph  shall  apply  with  respect  to 
amounts  received  for  services-  under  a  partic¬ 
ular  contract  only  if  at  some  time  during 
the  taxable  year  25  percent  or  more  in  value 
of  the  outstanding  stock  of  the  corporation 
is  owned,  directly  or  indirectly,  by  or  for  the 
Individual  who  has  performed,  is  to  perform, 
or  may  be  designated  (by  name  or  by  de¬ 
scription)  as  the  one  to  perform,  such 
services. 

(6)  Use  of  corporation  property  by  share¬ 
holder.  Amounts  received  as  compensation 
(however  designated  and  from  whomsoever 
received)  for  the  xise  of,  or  right  to  use, 
property  of  the  corporation  in  any  case 
where,  at  any  time  during  the  taxable  year, 
25  percent  or  more  in  value  of  the  outstand¬ 
ing  stock  of  the  corporation  is  owned. 


directly  or  indirectly,  by  or  for  an  individual 
entitled  to  the  use  of  the  property;  whether 
such  right  is  obtained  directly  from  the  cor¬ 
poration  or  by  means  of  a  sublease  or  other 
arrangement.  This  paragraph  shall  apply 
only  to  a  corporation  which  has  personal 
holding  company  income  for  the  taxable  year, 
computed  withput  regard  to  this  paragraph 
and  paragraph  (7),  in  excess  of  10  percent  of 
its  gross  income. 

(7)  Rents.  Rents,  unless  constituting  50 
percent  or  more  of  the  gross  income.  For 
purposes  of  this  paragraph,  the  term  “rents” 
means  compensation,  however  designated,  for 
the  use  of,  or  right  to  use,  property,  and  the 
interest  on  debts  owed  to  the  corporation,  to 
the  extent  such  debts  represent  the  price  for 
which  real  property  held  primarily  for  sale 
to  customers  in  the  ordinary  course  of  its 
trade  or  business  was  sold  or  exchanged  by 
the  corporation;  but  does  not  include 
amounts  constituting  personal  holding  com¬ 
pany  income  under  paragraph  (6). 

(8)  Mineral,  oil,  or  gas  royalties.  Mineral, 
oil,  or  gas  royalties,  unless — 

(A)  Such  royalties  constitute  50  percent 
or  more  of  the  gross  income,  and 

(B)  The  deductions  allowable  under  sec¬ 
tion  162  (relating  to  trade  or  business  ex¬ 
penses)  other  than  compensation  for  per¬ 
sonal  services  rendered  by  the  shareholders, 
constitute  15  percent  or  more  of  the  gross 
income. 

(b)  Limitation  on  gross  income  in  certain 
transactions.  For  purposes  of  this  part — 

(1)  Gross  income  and  personal  holding 
company  income  determined  with  respect  to 
transactions  described  in  section  543  (a)  (2) 
(relating  to  gains  from  stock  and  security 
transactions)  shall  include  only  the  excess 
of  gains  over  losses  from  such  transactions, 
and  * 

(2)  Gross  income  and  personal  holding 
company  income  determined  with  respect  to 
transactions  described  in  section  543  (a)  (3) 
(relating  to  gains  from  commodity  transac¬ 
tions)  shall  Include  only  the  excess  of  gains 
over  losses  from  such  transactions. 

(c)  Gross  income  of  insurance  companies 
other  than  life  or  mutual. .  In  the  case  of  an 
insurance  company  other  than  life  or  mutual, 
the  term  “gross  income”  as  used  in  this  part 
means  the  gross  income,  as  defined  in  section 
832  (b)  (1),  increased  by  the  amount  of 
losses  incurred,  as  defined  in  section  832  (b) 
(5),  and  the  amount  of  expenses  incurred, 
as  defined  in  section  832  (b)  (6),  and  de¬ 
creased  by  the  amount  deductible  under 
section  832  (c)  (7)  (relating  to  tax-free 
interest). 

§  1.543-1  Personal  holding  company 
income — (a)  General  rule.  The  term 
“personal  holding  company  income” 
means  the  portion  of  the  gross  income 
which  consists  of  the  classes  of  gross  in¬ 
come  described  in  paragraph  (b)  of  this 
section.  See  section  543  (b)  and  §  1.543-2 
for  special  limitations  on  gross  income 
and  personal  holding  company  income  in 
cases  of  gains  from  stocks’,  securities’, 
and  commodities’  transactions. 

(b)  DefinitiorCs — (1)  Dividends.  The 
term  “dividends”  includes  dividends  as 
defined  in  section  316  and  amounts  re¬ 
quired  to  be  included  in  gross  income 
under  section  551  and  §§  1.551-1 — 1.551-2 
(relating  to  foreign  personal  holding 
company  income  taxed  to  United  States 
shareholders) . 

(2)  Interest.  The  term  “interest” 
means  any  amounts,  includible  in  gross 
income,  received  for  the  use  of  money 
loaned.  However,  (i)  interest  which  con¬ 
stitutes  “rent”  shall  not  be  classified  as 
interest  but  shall  be  classified  as  “rents” 
(see  subparagraph  (10)  of  this  para¬ 
graph)  and  (ii)  interest  on  amounts  set 
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aside  in  a  reserve  fund  under  section  511 
or  607  of  the  Merchant  Marine  Act,  1936 
(46  U.  S.  C.  1101),  shall  not  be  included 
in  personal  holding  company  income. 

(3)  Royalties  {other  than  mineral,  oil, 
or  gas  royalties).  The  term  “royalties” 
(other  than  mineral,  oil,  or  gas  royalties) 
includes  amounts  received  for  the  privi¬ 
lege  of  using  patents,  copyrights,  secret 
processes  and  formulas,  good  will,  trade 
marks,  trade  brands,  franchises,  and 
other  like  property.  It  does  not,  however, 
include  rents.  For  rules  relating  to  rents 
see  section  543  (a)  (7)  and  subparagraph 

(10)  of  this  paragraph.  For  rules  relat¬ 
ing  to  mineral,  oil,  or  gas  royalties,  see 
section  543  (a)  (8)  and  subparagraph 

(11)  of  this  paragraph. 

(4)  Annuities.  The  term  “annuities” 
includes  annuities  only  to  the  extent  in¬ 
cludible  in  the  computation  of  gross 
income.  Se^  section  72  and  §§  1,72-1 — 
1,72-14  for  rules  relating  to  the  inclusion 
of  annuities  in  gross  income. 

(5)  Gains  from  the  sale  or  exchange 

of  stock  or  securities,  (i)  Except  in  the 
case  of  regular  dealers  in  stocks  or 
securities  as  provided  in  subdivision  (ii) 
of  this  subparagraph,  personal  holding 
company  income  includes  the  amount  by 
which  the  gains  exceed  the  losses  from 
the  sale  or  exchange  of  stock  or  securi¬ 
ties.  See  section  543  (b)  (1)  and 

§  1.543-2  for  provisions  relating  to  this 
limitation.  For  this  purpose,  there  shall 
be  taken  into  account  all  those  gains 
includible  in  gross  income  (including 
gains  from  liquidating  dividends  and 
other  distributions  from  capital)  and  all 
those  losses  deductible  from  gross  in¬ 
come  which  are  considered  under  chap¬ 
ter  1  of  the  Internal  Revenue  Code  of 
1954  to  be  gains  or  losses  from  the  sale 
or  exchange  of  stock  or  securities.  The 
term  “stock  or  securities”  as  used  in 
section  543  (a)  (2)  and  this  subpara¬ 
graph  includes  shares  or  certificates  of 
stock,  stock  rights  or  warrants,  or  in¬ 
terest  in  any  corporation  (including  any 
Joint  stock  company,  insurance  com¬ 
pany,  association,  or  other  organization 
classified  as  a  corporation  by  the  In¬ 
ternal  Revenue  Code  of  1954),  certifi¬ 
cates  of  interest  or  participation  in  any 
profit-sharing  agreement,  or  in  any  oil, 
gas,  or  other  mineral  property,  or  lease, 
collateral  trust  certificates,  voting  trust 
certificates,  bonds,  debentures,  certifi¬ 
cates  of  indebtedness,  notes,  car  trust 
certificates,  bills  of  exchange,  obliga¬ 
tions  issued  by  or  on  behalf  of  a  State, 
Territory,  or  political  subdivision  there¬ 
of. 

(ii)  In  the  case  of  “regular  dealers  in 
stock  or  securities”  there  shall  not  be 
included  gains  or  losses  derived  from 
the  sale  or  exchange  of  stock  or  securi¬ 
ties  made  in  the  normal  course  of  busi¬ 
ness.  The  term  “regular  dealer  in  stock 
or  securities”  means  a  corporation  with 
an  established  place  of  business  regularly 
engaged  in  the  purchase  of  stock  or 
securities  and  their  fesale  to  customers. 
However,  such  corporations  shall  not 
be  considered  as  regular  dealers  with 
respect  to  stock  or  securities  which  are 
held  for  Investment.  See  section  1236 
and  the  regulations  thereunder. 

(6)  Gains  from  futures  transactions 
in  commodities.  Personal  holding  com¬ 


pany  income  Includes  the  amount  by 
which  the  gains  exceed  the  losses  from 
futures  transactions  in  any  commodity 
on  or  subject  to  the  rules  of  a  board 
of  trade  or  commodity  exchange. 
See  §  1.543-2  for  provisions  relating  to 
this  limitation.  In  general,  for  the  pur¬ 
pose  of  determining  such  excess,  there 
are  Included  all  gains  and  losses  on  fu¬ 
tures  contracts  which  are  speculative. 
However,  for  the  purpose  of  determin¬ 
ing  such  excess,  there  shall  not  be  in¬ 
cluded  gains  or  losses  from  cash  trans¬ 
actions,  or  gains  or  losses  by  a  producer, 
processor,  merchant,  or  handler  of  the 
commodity,  which  arise  out  of  bona  fide 
hedging  transactions  reasonably  neces¬ 
sary  to  the  conduct  of  its  business  in 
the  manner  in  which  such  business  is 
customarily  and  usually  conducted  by 
others.  See  section  1233  and  the  regu¬ 
lations  thereunder. 

(7)  Estates  and  trusts.  Under  section 
543  (a)  (4)  personal  holding  company 
income  includes  amounts  includible  in 
computing  the  taxable  income  of  the  cor¬ 
poration  under  part  I  of  subchapter  J 
(relating  to  estates,  trusts,  and  benefici¬ 
aries)  ;  and  any  gain  derived  by  the  cor¬ 
poration  from  the  sale  or  other  disposi¬ 
tion  of  any  interest  in  an  estate  or  trust. 

(8)  Personal  service  'contracts,  (i) 
Under  section  543  (a)  (5)  all  amounts 
received  under  a  contract  under  which 
the  corporation  is  to  furnish  personal 
services,  as  well  as  all  amounts  received 
from  the  sale  or  other  disposition  of  such 
contract,  shall  be  included  as  personal 
holding  company  Income  if — 

(a)  Some  person  other  than  the  cor¬ 
poration  has  the  right  to  designate  (by 
name  or  by  description)  the  individual 
who  is  to  perform  the  services,  or  if  the 
individual  who  is  to  perform  the  services 
is  designated  (by  name  or  by  descrip¬ 
tion)  in  the  contract;  and 

(b)  At  any  time  during  the  taxable 
year  25  percent  or  more  in  value  of  the 
outstanding  stock  of  the  corporation  is 
owned,  directly  or  indirectly,  by  or  for 
the  individual  who  has  performed,  is  to 
perform,  or  may  be  designated  (by  name 
or  by  description)  as  the  one  to  perform, 
such  services.  For  this  purpose,  the 
value  of  the  outstanding  stock  shall  be 
determined  in  accordance  with  the  rules 
set  forth  in  §  1.542-3.  It  should  be  noted 
that  the  stock  ownership  requirement  of 
section  543  (a)  (5)  and  this  subpara¬ 
graph  relates  to  the  stock  ownership  at 
any  time  during  the  taxable  year.  For 
rules  relating  to  the  determination  of 
stock  ownership,  see  section  544  and 
§§  1.544-1—1.544-7. 

(ii)  The  fact  that  the  contract,  in  ad¬ 
dition  to  requiring  the  performance  of 
services  by  a  25  percent  stockholder  who 
is  designated  or  who  could  be  designated 
(as  specified  in  section  543  (a)  (5)  and 
subdivision  (i)  of  this  subparagraph)  re¬ 
quires  the  performance  of  important  and 
essential  services  by  other  persons  is  im¬ 
material  and  all  amounts  received  under 
such  contract  constitute  personal  hold¬ 
ing  company  income. 

(iii)  The  application  of  section  543 
(a)  (5)  and  this  subparagraph  may  be 
illustrated  by  the  following  examples: 

Example  (1).  A,  whose  profession  Is  that 
of  an  actor,  owns  all  of  the  outstanding  cap¬ 


ital  stock  of  the  M  Corporation.  The  M 
Corporation  entered  into  a  contract  with  A 
under  which  A  was  to  perform  personal  serv¬ 
ices  for  the  person  or  persons  whom  the  M 
Corporation  might  designate,  in  considera¬ 
tion  of  which  A  was  to  receive  $10,000  a  year 
from  the  M  9orporation.  The  M  Corporation 
entered  into  a  contract  with  the  O  Corpora¬ 
tion  in  which  A  was  designated  to  perform 
personal  services  for  the  O  Corporation  in 
consideration  of  which  the  O  Corporation 
was  to  pay  the  M  Corporation  $500,000  a 
year.  The  $500,000  received  by  the  M  Corpo¬ 
ration  from  the  O  Corporation  constitutes 
personal  holding  company  Income. 

Example  (2).  Assume  the  same  facts  as 
in  example  (1),  except  that,  in  addition  to 
A’s  contract  with  the  M  Corporation,  B, 
whose  profession  is  that  of  a  dancer  and  C, 
whose  profession  is  that  of  a  singer,  were 
also  under  contract  to  the  M  Corporation  to 
perform  personal  services  for  the  person  or 
persons  whom  the  M  Corporation  might  des¬ 
ignate,  in  consideration  of  which  they  were 
each  to  receive  $25,000  a  year  from  the  M 
Corporation.  Neither  B  nor  C  were  stock¬ 
holders  of  the  M  Corporation.  The  contract 
entered  into  by  the  M  Corporation  with  the 
O  Corporation,  in  addition  to  designating 
that  A  was  to  perform  personal  services  for 
the  Ok  Corporation,  designated  that  B  and  O 
were  also  to  perform  personal  services  for  the 
O  Corporation.  Although  the  O  Corporation 
particularly  desired  the  services  of  A  for  an 
entertainment  program  it  planned,  it  also 
desired  the  services  of  B  and  C,  who  were 
prominent  in  their  fields,  to  provide  a  good 
supporting  cast  for  the  program.  The  fact 
that  important  and  essential  services  of  in¬ 
dividuals  other  than  A  were  called  for  by  the 
contract  (that  is,  the  services  of  B  and  C) 
is  Immaterial  and  the  entire  amount  received 
under  the  contract,  $500,000,  constitutes  per¬ 
sonal  holding  company  income. 

Example  (3).  The  N  Corporation  is  en¬ 
gaged  in  engineering.  Its  entire  outstanding 
capital  stock  is  owned  by  four  Individuals. 
The  N  Corporation  entered  into  a  contract 
with  the  R  Corporation  to  perform  engineer¬ 
ing  services  in  consideration  of  which  the 
R  Corporation  was  to  pay  the  N  Corporation 
$50,000.  The  individual  who  was  to  perform 
the  services  was  not  designated  (by  name  or 
by  description)  in  the  contract  and  no  one 
but  the  N  Corporation  had  the  right  to  des¬ 
ignate  (by  name  or  by  description)  such 
Individual.  The  $50,000  received  by  the  N 
Corporation  from  the  R  Corporation  does  not 
constitute  personal  holding  company  income. 

(9)  Compensation  for  use  of  property. 
Under  section  543  (a)  (6)  amounts  re¬ 
ceived  as  compensation  for  the  use  of, 
or  right  to  use,  property  of  the  corpora¬ 
tion  shall  be  included  as  personal  hold¬ 
ing  company  income  if,  at  any  timfe  dur¬ 
ing  the  taxable  year,  25  percent  or  more 
in  value  of  the  outstanding  stock  of  the 
corporation  is  owned  directly  or  indi¬ 
rectly,  by  or  for  an  individual  entitled 
to  the  use  of  the  property.  Thus,  if  a 
shareholder  who  meets  the  stock  owner¬ 
ship  requirements  of  section  543  (a)  (6) 
and  this  subparagraph  uses,  or  has  the 
right  to  use  a  yacht,  residence  or  other 
property  owned  by  the  corporation,  the 
compensation  to  the  corporation  for  such 
use,  or  right  to  use,  the  property  consti¬ 
tutes  personal  holding  company  income. 
This  is  true  even  though  the  shareholder 
may  acquire  the  use  of,  or  the  right  to 
use,  the  property  by  means  of  a  sublease 
or  under  any  other  arrangement  involv¬ 
ing  parties  other  than  the  corporation 
and  the  shareholder.  However,  if  the 
personal  holding  company  income  of  the 
corporation  (after  excluding  any  such 
income  described  in  section  543  (a)  (6) 
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and  this  subparagraph,  relating  to  com¬ 
pensation  for  use  of  property,  and  after 
excluding  any  such  income  described  in 
section  543  (a)  (7)  and  subparagraph 
(10)  of  this  paragraph,  relating  to  rents) 
is  not  more  than  10  percent  of  its  gross 
income,  compensation  for  the  use  of 
property  shall  not  copstitute  personal 
holding  company  income.  For  the  pur¬ 
pose  of  applying  section  543  (a)  (6)  and 
this  subparagraph,  the  value  of  the  out-' 
standing  stock  shall  be  determined  in 
accordance  with  the  rules  set  forth  in 
§  1.542-3.  It  should  be  noted  that  the 
UStock  ownership  requirement  of  section 
543  (a)  (6)  and  this  subparagraph  re¬ 
lates  to  the  stock  outstanding  at  any 
time  during  the  entire  taxable  year.  For 
rules  relating  to  the  determination  of 
stock  ownership,  see  section  544  and 
§§  1.544-1—1.544-7. 

(10)  Rents  (including  interest  con¬ 
stituting  rents) .  Rents  which  are  to  be 
included  as  personal  holding  company 
income  consist  of  compensation  (how¬ 
ever  designated)  for  the  use,  or  right  to 
use,  property  of  the  corporation..  The 
term  “rents”  does  not  include  amounts 
Includible  in  personal  holding  company 
income  under  section  543  (a)  (6)  and 
subparagraph  (9)  of  this  paragraph. 
The  amounts  considered  as  rents  include 
charter  fees,  etc.,  for  the  use  of,  or  the 
ri^t  to  use,  property,  as  well  as  interest 
on  debts  owed  to  the  corporation  (to  the 
extent  such  debts  represent  the  price  for 
which  real  property  held  primarily  for 
sale  to  customers  in  the  ordinary  course 
of  the  corporation’s  trade  or  business 
was  sold  or  exchanged  by  the  corpora¬ 
tion).  However,  if  the  amount  of  the 
rents  includible  under  section  543  (a)  (7) 
and  this  subparagraph  constitutes  50 
percent  or  more  of  the  gross  income  of 
the  corporation,  such  rents  shall  not  be 
considered  to  be  personal  holding  com¬ 
pany  income. 

(11)  Mineral,  oil,  or  gas  royalties,  (i) 
The  income  from  mineral,  oil,  or  gas 
royalties  is  to  be  included  as  personal 
holding  company  income,  unless  (a)  the 
aggregate  amount  of  such  royalties 
constitutes  50  percent  or  more  of  the 
gross  income  of  the  corporation  for  the 
taxable  year  and  (b)  the  aggregate 
amount  of  deductions  allowable  under 
section  162  (other  than  compensation 
for  personal  services  rendered  by  the 
shareholders  of  the  corporation)  equals 
15  percent  or  more  of  the  gross  income 
of  the  corporation  for  the  taxable  year. 

(ii)  The  term  “mineral,  oil,  or  gas 
royalties”  means  all  royalties  received 
from  any  interest  in  mineral,  oil,  or  gas 
properties.  The  term  “mineral”  includes 
those  minerals  which  are  included  within 
the  meaning  of  the  term  “minerals”  in 
the  regulations  under  section  611. 

(iii)  (a)  For  purposes  of  section  543 

(a)  (8)  and  this  subparagraph  the  term 
“royalties”  includes  all  mineral,  oil,  or 
gas  production  payments.  Under  section 
542  and  §  1.542-2  mineral,  oil,  or  gas 
production  payments  constitute  gross 
income  only  to  the  extent  of  the  excess 
of  the  gross  production  payments  re¬ 
ceived  over  the  proportionate  amount  of 
the  cost  of  the  payment  rights  under 
which  such  production  payments  are  re¬ 
ceived;  accordingly,  only  such  excess 


shall  constitute  “royalties”  and  be  in¬ 
cludible  in  personal  holding  company  in¬ 
come  under  section  543  (a)  (8)  and  this 
subparagraph. 

(b)  The  application  of  this  subdivi¬ 
sion  may  be  illustrated  by  the  following 
examples: 

Example  (1).  X  Corporation,  all  of  whose 
outstantring  stock  is  owned  during  the  cal¬ 
endar  year  1957  by  four  individuals,  pur¬ 
chases  dwing  such  year  an  in-oU  payment 
right  in  the  face  amofint  of  $1,000,000  for 
$950,000.  X  is  a  calendar  year  taxpayer 
reporting  its  income  under  the  cash  re¬ 
ceipts  and  disbursements  method  of  ac¬ 
counting.  This  in-oil  payment  right  pays 
out  during  the  calendar  year  1957  and  X 
Corporation  accordingly  received  oil  pro-, 
ductlon  payments  in  the  gross  amount  of 
$1,000,000  during  the  calendar  year  1957. 
X  Corporation  has  no  other  income  for  the 
calendar  year  1957  and  the  only  expenses 
for  the  calendar  year  are  administrative  ex¬ 
penses  of  $1,500.  X  Corporation  is  a  per¬ 
sonal  holding  company  for  the  calendar  year 
1957  since  its  entire  gross  Income  of  $50,000 
(the  excess  of  gross  production  payments 
received,  $1,000,000,  over  the  cost  of  the  in-oil 
payment  right,  $950,000)  consists  of  personal 
holding  company  income.  This  oil  royalty 
Income  of  $50,000  is  personal  holding  com¬ 
pany  Income  since  it  does  not  meet  the  re¬ 
quirement  under  section  543  (a)  (8)  (B) 
and  subdivision  (i)  (b)  of  this  subparagraph. 

Example  (2).  Y  Corporation,  all  of  whose 
outstanding  stock  is  owned  during  the  cal¬ 
endar  year  1957  by  three  individuals,  pur¬ 
chases  an  in-oil  payment  right  during  such 
year  in  the  face  amount  of  $9,000,000  for 
$8,400,000.  Y  Corporation  is  a  calendar  year 
taxpayer  reporting  its  income  under  the  cash 
receipts  and  disbursements  method  of  ac¬ 
counting.  Y  receives  oil  production  pay¬ 
ments  in  the  gross  amount  of  $3,000,000 
during  the  calendar  year  1957  and  the  re¬ 
mainder,  $6,000,000,  during  the  calendar  year 
1958.  During  the  calendar  year  1957,  Y 
Corporation  has  other  income  as  follows: 
dividends,  $50,000;  Interest,  $25,000;  and 
gross  Income  from  the  sale  of  magazines, 
$75,000.  During  such  year  Y’s  only  expenses 
are  administrative  expenses  of  $15,000.  The 
Y  Corporation  is  not  a  personal  holding 
company  for  the  calendar  year  1957  because 
its  {personal  holding  company  Income  of 
$275,000  is  less  than  80  percent  of  its  total 
gross  Income  of  $350,000.  The  total  gross  in¬ 
come  of  $350,000,  of  which  the  first  three 
items  ($275,000)  are  personal  holding  com¬ 
pany  income,  is  computed  as  follows: 

Royalties  (since  one-third  of  the 
gross  production  payments  of 
$9,000,000  is  received  in  1957, 
one-third  of  the  cost  or  $2,800,000 
is  attributable  to  the  production 
payments  received  in  1957  and 
gross  income  is  $3,000,000  less 


$2,800,000) _ $200,000 

Dividends _  50,  000 

Interest _  25,  000 

Sale  of  magazines  (gross  income).  75,000 

Total  gross  income _  350,000 


During  the  calendar  year  1958,  Y  Corpora¬ 
tion  has  other  income  as  follows:  dividends, 
$60,000;  interest,  $30,000;  and  gross  income 
from  the  sale  of  magazines  $65,000.  During 
such  year  Y’s  only  expenses  are  administra¬ 
tive  expenses  of  $27,000.  The  Y  Corporation 
is  a  p>ersonal  holding  company  for  the  cal¬ 
endar  year  1958  because  its  personal  holding 
company  Income  of  $490,000  is  more  than 
80  percent  of  its  total  gross  income  of  $555,- 
000.  Total  gross  income  of  $555,000,  of  which 
the  first  three  items  ($490,000)  are 'personal 
holding  company  Income,  is  computed  as 
follows : 


Royalties  ($6,000,000  less  $5,600,000 
two-thirds  of  the  cost  of  $8,400,- 

000) _ $400,000 

Dividends _  60,  000 

Interest _  30, 000 

Sale  of  magazines  (gross  income) _  65,  000 

•  - 

Total  gross  income _  555, 000 


This  oil  royalty  Income  of  $400,000  is  per¬ 
sonal  holding  company  income  since  it  does 
not  meet  the  requirement  under  section  543 

(a)  (8)  (B)  and  subdivision  (i)  (b)  of  this 
subparagraph. 

(c)  This  subdivision  shall  apply  only 
with  respect  to: 

(1)  Mineral,  oil,  or  gas  production 
payments  received  under  payment  rights 
acquired  on  or  after  the  date  of  publica¬ 
tion  in  the  Federal  Register  of  the  reg¬ 
ulations  under  Part  II,  subchapter  G, 
chapter  1,  Internal  Revenue  Code  of 
1954,  as  a  notice  of  proposed  rule  mak¬ 
ing,  and 

(2)  All  mineral,  oil,  or  gas  production 
payments  received  after  the  date  of  pro¬ 
mulgation  of  the  regulations  under 
Part  II,  subchapter  G,  chapter  1,  Inter¬ 
nal  Revenue  Code  of  1954,  regardless  of 
the  date  the  payment  rights,  pursuant  to 
which  such  payments  are  received,  were 
acquired. 

§  1.543-2  Limitation  on  gross  income 
and  personal  holding  company  income  in 
transactions  involving  stocks,  securities 
and  commodities,  (a)  Under  section  543 

(b)  (1)  the  gains  which  are  to  be  in¬ 
cluded  in  gross  income,  and  in  personal 
holding  company  income  with  respect 
to  transactions  described  in  section 
543  (a)  (2)  and  §  1.543-1  (b)  (5),  shall 
be  the  net  gains  from  the  sale  or  ex¬ 
change  of  stock  or  securities.  If  there  is 
an  excess  of  losses  over  gains  from  such 
transactions,  such  excess  (or  net  loss) 
shall  not  be  used  to  reduce  gross  income 
or  personal  holding  company  income  for 
purposes  of  the  personal  holding  com¬ 
pany  tax.  Similarly,  under  section  543 
(b)  (2)  the  gains  which  are  to  be  in¬ 
cluded  in  gross  income,  and  in  personal 
holding  company  income  with  respect 
to  transactions  described  in  section  543 
(a)  (3)  and  §  1.543-1  (b)  (6),  shall  be 
the  net  gains  from  commodity  transac¬ 
tions  which  reflect  personal  holding  com¬ 
pany  income.  Any  excess  of  losses  over 
gains  from  such  transactions  (resulting 
in  a  net  loss)  shall  not  be  used  to  reduce 
gross^  income  or  personal  holding  com¬ 
pany  income.  The  capital  loss  carryover 
under  section  1212  shall  not  be  taken 
into  account. 

(b)  The  application  of  section  543  (b) 
may  be  illustrated  by  the  following 
examples : 

Example  (1).  The  P  (Corporation,  not  a 
■  regular  dealer  in  stocks  and  securities,  re^ 
ceived  rentals  of  $250,000  for  its  property 
from  a  25  percent  shareholder,  and  also  had 
gains  of  $50,000  during  the  taxable  year 
from  the  sale  of  stocks  and  securities.  It  also 
had  losses  on  the  sale  of  stocks  and  securi¬ 
ties  in  the  amount  of  $30,000.  Accordingly, 
P  Corporation  had  gross  income  during  the 
taxable  year  of  $270,000  ($250,000  plus  $20,000 
net  gain  from  the  sales  of  stocks  and  securi¬ 
ties).  It  had  personal  holding  company  in¬ 
come  of  $20,000.  (The  rentals  of  $250,000 
would  not  be  personal  holding  company  in¬ 
come  under  section  543  (a)  (6)  since  the 
personal  holding  company  Income  of  the 
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corporation,  $20,000  (after  excluding  any 
such  Income  described  in  section  543  (a)  (6), 

Is  not  more  than  10  percent  of  its  gross 
income.) 

Example  (2).  The  R  Corporation,  not  a 
regular  dealer  in  stocks  or  securities,  realized 
total  gains  during  the  taxable  year  of 
$900,000  from  commodity  futures  trans¬ 
actions  and  $200,000  from  the  sales  of  stocks 
and  securities.  It  also  sustained  total  losses 
of  $1,000,000  on  such  commodity  futures 
transactions,  resulting  in  a  net  gain  for  the 
taxable  year  of  $100,000:  None  of  the  com¬ 
modity  futures  transactions  are  hedging  or 
other  types  of  futures  -transactions  excluded 
from  the  application  of  section  543  (a)  (3).' 
No  part  of  the  loss  on  commodity  futures 
transactions  is  to  be  taken  into  account  in 
determining  personal  holding  company  in¬ 
come  and  gross  Income  for  personal  holding 
company  tax  purposes  for  the  taxable  year. 
The  full  amount  of  the  $200,000  in  gains 
from  the  sales  of  stocks  and  securities  is  to 
be  included  in  personal  holding  company  in¬ 
come  and  in  gross  income  for  personal  hold¬ 
ing  company  tax  purposes  for  the  taxable 
year. 

§  1.544  Statutory  provisions;  rules  for 
determining  stock  ownership. 

Sec.  544.  Rules  for  determining  stock 
ownership — (a)  Constructive  ownership.  For 
purposes  of  determining  whether  a  corpora¬ 
tion  is  a  personal  holding  company,  insofar 
as  such  determination  is  based  on  stock 
ownership  under  section  542  (a)  (2),  section 
543  (a)  (5) ,  or  section  543  (a)  (6)  — 

(1)  Stock  not  owned  by  individual.  Stock 
owned,  directly  or  Indirectly,  by  or  for  a 
corporation,  partnership,  estate,  or  trust 
shall  be  considered  as  being  owned  propor¬ 
tionately  by  its  shareholders,  partners,  or 
beneficiaries. 

(2)  Family  and  partnership  ownership. 
An  Individual  shall  be  considered  as  owning 
the  stock  owned,  directly  or  indirectly,  by  or 
for  his  family  or  by  or  for  his  partner.  For 
purposes  of  this  paragraph,  the  family  of  an 
individual  Includes  only  his  brothers  and 
sisters  (whether  by  the  whole  or  half  blood), 
spouse,  ancestors,  and  lineal  descendants. 

(3)  Options.  If  any  person  has  an  option 
to  acquire  stock,  such  stock  shall  be  con¬ 
sidered  as  owned  by  such  person.  For  pur¬ 
poses  of  this  paragraph,  an  option  to  acquire 
such  an  option,  and  each  one  of  a  series  of 
such  options,  shall  be  considered'  as  an 
option  to  acquire  such  stock. 

(4)  Application  of  family -partnership  and 
option  rules.  Paragraphs  (2)  and  (3)  shall 
be  applied — 

(A)  For  purposes  of  the  stock  ownership* 
requirement  provided  in  section  542  (a)  (2), 
if,  but  only  if,  the  effect  is  to  make  the 
corporation  a  personal  holding  company: 

(B)  For  purposes  of  section  543  (a)  (5) 
(relating  to  personal  service  contracts),  or  of 
section  543  (a)  (6)  (relating  to  the  use  of 
property  by  shareholders) ,  if,  but  only  if,  the 
effect  is  to  make  the  amounts  therein  re¬ 
ferred  to  includible  imder  such  paragraph  as 
personal  holding  company  Income. 

(5)  Constructive  ownership  as  actual 
ownership.  Stock  constructively  owned  by 
a  person  by  'reason  of  the  application  of 
paragraph  (1)  or  (3)  shall,  for  purposes  of 
applying  paragraph  (1)  or  (2),  be  treated 
as  actually  owned  by  such  person;  but  stock 
constructively  owned  bj^'an  individual  by 
reason  of  the  application  of  paragraph  (2) 
shall  not  be  treated  as -owned  by  him  for 
purposes  of  again  applying  such  paragraph 
in  order  to  make  another  the  constructive 
owner  of  such  stock. 

(6)  Option  rule  in  lieu  of  family  and  part^ 
nership  rule.  If  stock  may  be  considered  as 
owned  by  an  individual  under  either  para¬ 
graph  (2)  or  (3)  it  shall  be  considered  as 
owned  by  him  under  paragraph  (3). 

(b)  Convertible  securities.  Outstanding 
securities  convertible  into  stock  (whether  or 


not  convertible  during  the  taxable  year) 
shall  be  considered  as  outstanding  stock — 

(1)  For  purposes  of  the  stock  ownership 
requirement  provided  in  section  542  (a)  (2), 
but  only  if  the  effect  of  the  inclusion  of  all 
such  securities  is  to  make  the  corporation  a 
personal  holding  company: 

(2)  For  purposes  of  section  543  (a)  (5) 
(relating  to  personal  service  contracts),  but 
only  if  the  effect  of  the  inclvision  of  all  such 
securities  is  to  make  the  amounts  therein 
referred  to  includible  under  such  paragraph 
as  personal  holding  company  income;  and 

(3)  For  purposes  of  section  543  (a)  (6) 
(relating  to  the  use  of  property  by  share¬ 
holders),  but  only  if  the  effect  of  the  inclu¬ 
sion  of  all  such  securities  is  to  make  the 
amounts  therein  referred  to  includible  under 
such  paragraph  as  personal  holding  company 
Income. 

The  requirement  in  paragraphs  (1),  (2), 
and  (3)  that  all  convertible  securities  must 
be  included  If  any  are  to  be  Included  shall 
be  subject  to  the  exception  that,  where  some 
of  the  outstanding  securities  are  convertible 
only  after  a  later  date  than  in  the  case  of 
others,  the  class  having  the  earlier  conver¬ 
sion  date  may  be  included  although  the 
others  are  not  Included,  but  no  convertible 
securities  shall  be  Included  unless  all  out¬ 
standing  securities  having  a  prior  conversion 
date  are  also  included. 


(4)  Constructive  ownership  by  reason 
of  ownership  of  convertible  securities. 
See  section  544  (b)  and  §  1.544-5. 

Each  of  rules  2.  3,  and  4  is  applicable 
only  if  it  has  the  effect  of  satisfying  the 
stock  ownership  requirement  of  the  sec¬ 
tion  to  which  applicable;  that  is,  when 
applied  to  section  542  (a)  (2),  its  effect 
is  to  make  the  corporation  a  personal 
holding  company,  or  when  applied  to 
section  543  (a)  (5)  or  section  543  (a) 
(6),  its  effect  is  to  make  the  amounts 
described  in  such  provisions  includible 
under  such  provisions  as  personal  hold¬ 
ing  company  income. 

(c)  All  forms  and  classes  of  stock, 
however  denominated,  which  represent 
the  interests  of  shareholders,  members, 
or  beneficiaries  in  the  corporation  shall 
be  taken  into  consideration  in  applying 
the  constructive  ownership  rules  of 
section  544. 

(d)  For  rules  applicable  in  treating 
constructive  ownership,  determined  by 
one  application  of  section  544,  as  actual 
ownership  for  purposes  of  a  second  appli¬ 
cation  of  section  544,  see  section  544  (a) 
(5)  and  §  1.544-6. 


§  1.544-1  Constructing  ownership. 
(a)  Rules  relating  to  the  constructive 
ownership  of  stock  are  provided  by  sec¬ 
tion  544  for  the  purpose  of  determining 
whether  the  stock  ownership  require¬ 
ments  of  the  following  sections  are  sat¬ 
isfied: 

(1)  Section  542  (a)  (2),  relating  to 
ownership  of  stock  by  five  or  fewer  in¬ 
dividuals; 

(2)  Section  543  (a)  (5),  relating  to 
personal  holding  company  income  de¬ 
rived  from  personal  service  contracts; 

(3)  Section  543  (a)  (6),  relating  to 
personal  holding  company  income  de¬ 
rived  from  property  used  by  share¬ 
holders. 

(b)  Section  544  provides  four  general 
rules  with  respect  to  constructive  owner¬ 
ship.  These  rules  are: 

(1)  Constructive  ownership  by  reason 
of  indirect  ownership.  See  section  544 
(a)  (1)  and  §  1.544-2. 

(2)  Constructive  ownership  by  reason 
of  family  and  partnership  ownership. 
See  section  544  (a)  (2),  (4),  and  (6),  and 
§§  1.544-3  and  1.544-6. 

(3)  Constructive  ownership  by  reason 
of  ownership  of  options.  See  section 
544  (a)  (3),  (4),  and  (6),  and  §§  1.544-4 
and  1.544-6. 


§  1.544-2  Constructive  ownership  by 
reason  of  indirect  ownership.  The  fol¬ 
lowing  example  illustrates  the  applica¬ 
tion  of  section  544  (a)  (1),  relating  to 
constructive  ownership  by  reason  of 
indirect  ownership: 

Example.  A  and  B,  two  individuals,  are 
the  exclusive  and  equal  beneficiaries  of  a 
trust  or  estate  which  owns  the  entire  capital 
stock  of  the  M  Corporation.  The  M  Cor¬ 
poration  in  turn  owns  the  entire  capital 
stock  of  the  N  Corporation.  Under  such 
circumstances  the  entire  capital  stock  of 
both  the  M  Corporation  and  the  N  Corpo¬ 
ration  shall  be  considered  as  being  owned 
equally  by  A  and  B  as  the  Individuals  own¬ 
ing  the  beneficial  Interest  therein. 

§  1.544-3  Constructive  ownership  by 
reason  of  family  and  partnership  owner¬ 
ship.  (a)  The  following  example  illus¬ 
trates  the  application  of  section  544  (a) 
(2),  relating  to  constructive  ownership 
by  reason  of  family  and  partnership 
ownership. 

Example.  The  M  Corporation  at  some  time 
during  the  last  half  of  the  taxable  year, 
had  1,800  shares  of  outstanding  stock,  450 
of  which  were  held  by  various  individuals 
having  no  relationship  to  one  another  and 
none  of  whom  were  partners,  and  the  re¬ 
maining  1,350  were  held  by  51  shareholders 
as  follows: 


Relatiopsbii  8 

Shares 

Shares 

Shares 

Shares 

Shares 

An  indlvklual _ ... 

A  100 

B 

20 

C 

20 

D 

20 

E 

20 

His  father . . . .  . . . 

AP 

10 

BF 

10 

CF 

10 

DF 

10 

EF 

10 

AW 

10 

BtV 

40 

CW 

40 

DW 

40 

EW 

40 

HL'  brother....... _ ...... _ 

AB 

10 

BB 

10 

CB 

10 

DB 

10 

EB 

10 

AS 

10 

BS 

40 

CS 

40 

DS 

40 

ES 

40 

His  dauphter  by  former  marriage  (son’s 
half-sister). 

ASHS 

10 

BSHS 

40 

CSHS 

40 

DSHS 

40 

ESH9 

40 

ABW 

10 

BBW 

10 

CBW 

10 

DBtV 

160 

EBW 

10 

His  wife’s  father . . 

AWF 

10 

BWF 

10 

CW'F 

110 

DWF 

10 

EWF 

10 

AWB 

10 

BWB 

10 

CWB 

10 

DWB 

10 

EWB 

10 

AWBW 

10 

BWBW 

10 

CWBW 

10 

DWBW 

ID 

EWBW 

110 

AP 

10 

.  . 

1 

By  applying  the  statutory  rule  provided  in 
section  544  (a)  (2)  five  individuals  own  more 
than  50  percent  of  the  outstanding  stock  as 
follows : 

A  (including  AF,  AW,  AB,  AS,  ASHS, 

AP) _ _ - . —  160 

B  (including  BF,  BW,  BB,  BS,  BSHS) 160 
CW  (including  C,  CS,  CWF,  CWB) -  220 


DB  (including  D,  DF,  DBW) -  200 

EWB  (including  EW,  EWF,  EWBW) 170 


Total,  or  more  than  50  percent—  910 

Individual  A  represents  the  obvious  case 
where  the  head  of  the  family  owns  the  bulk 
of  the  family  stock  and  naturally  is  the  head 
of  the  group.  A’s  partner  owns  10  shares 
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of  the  stock.  Individual  B  represents  the 
case  where  he  Is  still  head  of  the  group  be¬ 
cause  of  the  ownership  of  stock  by  his  im¬ 
mediate  *  family.  Individuals  C  and  D 
represent  cases  where  the  Individuals  fall  in 
groups  headed  in  C’s  case  by  his  wife  and 
In  D’s  case  by  bis  brother  because  of  the 
prep>onderance  of  holdings  on  the  part  of 
relatives  by  marriage.  Individual  E  repre¬ 
sents  the  case  where  the  preponderant  hold¬ 
ings  of  others  eliminate  that  individual  from 
the  group. 

(b)  For  the  restriction  on  the  appli¬ 
cability  of  the  rule  of  this  section,  see 
§  1.544-1  (b). 

§  1.544-4  Options.  The  shares  of 
stock  which  may  be  acquired  by  reason 
of  an  option  shall  be  considered  to  be 
constructively  owned  by  the  individual 
having  the  option  to  acquire  such  stock. 
For  example:  If  C,  an  individual,  on 
March  1,  1955,  purchases  an  option,  or 
otherwise  comes  into  possession  of  an  op¬ 
tion,  to  acquire  100  shares  of  the  capital 
stock  of  M  Corporation,  such  100  shares 
of  stock  shall  be  considered  to  be  con¬ 
structively  owned  by  C  as  if  C  had  actual¬ 
ly  acquired  the  stock  on  that  date.  If  C 
has  an  option  on  an  option  (or  one  of  a 
series  of  options)  to  acquire  such  stock, 
he  shall  also  be  considered  to  have  con¬ 
structive  ownership  of  the  stock  which 
may  be  acquired  by  reason  of  the  option 
(or  the  series  of  options).  Under  such 
circumstances,  C  shall  be  considered  to 
have  acquired  constructive  ownership  of 
the  stock  on  the  date  he  acquired  his  op¬ 
tion.  For  the  restriction  on  the  applica¬ 
bility  of  the  rule  of  this  section,  see 
§  1.544-1  (b). 

§  1.544-5  Convertible  securities.  Un¬ 
der  section  544  (b)  outstanding  securities 
of  a  corporation  such  as  bonds,  deben¬ 
tures,  or  other  corporate  obligations, 
convertible  into  stock  of  the  corporation 
(whether  or  not  convertible  during  the 
taxable  year)  shall  be  considered  as  out¬ 
standing  stock  of  the  corporation.  The 
consideration  of  convertible  securities  as 
outstanding  stock  is  subject  to  the  ex¬ 
ception  that,  if  some  of  the  outstanding 
securities  are  convertible  only  after  a 
later  date  than  in  the  case  of  others,  the 
class  having  the  earlier  conversion  date 
may  be  considered  as  outstanding  stock 
although  the  others  are  not  so  con¬ 
sidered,  but  no  convertible  securities 
shall  be  considered  as  outstanding  stock 
unless  all  outstanding  securities  having 
a  prior  conversion  date  are  also  so  con¬ 
sidered.  For  example,  if  outstanding 
securities  are  convertible  in  1954,  1955 
and  1956,  those  convertible  in  1954  can 
be  properly  considered  as  outstanding 
stock  without  so  considering  those  con¬ 
vertible  in  1955  or  1956,  and  those  con¬ 
vertible  in  1954  and  1955  can  be  properly 
considered  as  outstanding  stock  without 
so  considering  those  convertible  in  1956. 
However,  the  securities  convertible  in 
1955  could  not  be  properly  considered  as 
outstanding  stock  without  so  considering 
those  convertible  in  1954  and  the  securi¬ 
ties  convertible  in  1956  could  not  be 
properly  considered  as  outstanding  stock 
without  so  considering  those  convertible 
in  1954  and  1955.  For  the  restriction  on 
the  applicability  of  the  rule  of  this  Sec¬ 
tion,  see  §  1.544-1  (b) . 

§  1.544-6  Constructive  ownership  as 
actual  ownership — (a)  General  rules. 


(1)  Stock  constructively  owned  by  a 
person  by  reason  of  the  application  of 
the  rule  provided  in  section  544  (a)  (1), 
relating  to  stock  not  owned  by  an  in¬ 
dividual,  shall  be  considered  as  actually 
owned  by  such  person  for  the  purpose 
of  again  applying  such  rule  or  of  apply¬ 
ing  the  family  and  partnership  rule  pro¬ 
vided  in  section  644  (a)  (2),  in  order  to 
make  another  person  the  constructive 
owner  of  such  stock,  and 

(2)  Stock  constructively  owned  by  a 
person  by  reason  of  the  application  of 
the  option  rule  provided  in  section  544 
(a)  (3)  shall  be  considered  as  actually 
owned  by  such  person  for  the  purpose 
of  applying  either  the  rule  provided  in 
section  544  (a)  (1),  relating  to  stock  not 
owned  by  an  individual,  or  the  family 
and  partnership  rule  provided  in  section 
544  (a)  (2)  in  order  to  make  another 
person  the  constructive  owner  of  such 
stock,  but 

(3)  Stock  constructively  owned  by  an 
Individual  by  reason  of  the  application  of 
the  family  and  partnership  rule  pro¬ 
vided  in  section  544  (a)  (2)  shall  not  be 
considered  as  actually  owned  by  such 
individual  for  the  purpose  of  again  ap¬ 
plying  such  rule  in  order  to  make  an¬ 
other  individual  the  constructive  owner 
of  such  stock. 

(b)  Examples.  The  application  of 
this  section  may  be  illustrated  by  the 
following  examples: 

Example  (1).  A’s  wife,  AW,  owns  all  the 
stock  of  the  M  Ctorporatlon,  which  In  turn 
owns  all  the  stock  of  the  O  Corporation. 
The  O  Corporation  in  turn  owns  all  the 
stock  of  the  P  Corporation.  Under  the  rule 
provided  in  section  544  (a)  (1),  relating  to 
stock  not  owned  by  an  individual,  the  stock 
in  the  P  Corporation  owned  by  the  O  Cor¬ 
poration  is  considered  to  be  owned  con¬ 
structively  by  the  M  Corporation,  the  solo 
shareholder  of  the  O  Corporation.  Such  con¬ 
structive  ownership  of  the  stock  of  the  M 
Corporation  is  considered  as  actual  owner¬ 
ship  for  the  purpose  of  again  applying  such 
rule  in  order  to  make  AW,  the  sole  share¬ 
holder  of  the  M  Corporation,  the  construc¬ 
tive  owner  of  the  stock  of  the  P  Corporation. 
Similarly,  the  constructive  ownership  of  the 
stock  by  AW  is  considered  as  actual  owner¬ 
ship  for  the  purpose  of  applying  the  family 
and  partnership  rule  provided  in  section  544 
(a)  (2)  in  order  to  make  A  the  constructive 
owner  of  the  stock  of  the  P  Corporation,  if 
such  application  is  necessary  for  any  of  the 
purposes  set  forth  in  §  1.544-1  (b).  But  the. 
stock  thus  constructively  owned  by  A  may 
not  be  considered  as  actual  ownership  for 
the  purpose  of  again  applying  the  family  and 
partnership  rule  in  order  to  make  another 
member  of  A’s  family,  for  example,  A’s 
father,  the  constructive  owner  of  the  stock 
of  the  P  Corporation. 

Example  (2).  B,  an  individual,  owns  all 
the  sto^  of  the  R  Corporation  which  has 
an  option  to  acquire  ail  the  stock  of  the  S 
Corporation,  owned  by  C,  an  individual,  who 
is  not  related  to  B.  Under  the  option  rule 
provided  in  section  544  (a)  (3)  the  R  Cor¬ 
poration  may  be  considered  as  owning  con¬ 
structively  the  stock  of  the  S  Corporation 
owned  by  C.  Such  constructive  ownership 
of  the  stock  by  the  R  Corporation  Is  con¬ 
sidered  as  actxial  ownership  for  the  piurpose 
of  applying  the  rule  provided  in  section  544 
(a)  (1),  relating  to  stock  not  owned  by  an 
Individual,  In  order  to  make  B,  the  sole 
shareholder  of  the  R  Corporation,  the  con¬ 
structive  owner  of  the  stock  of  the  S  Cor¬ 
poration.  The  stock  thus  constructively 
owned  by  B  by  reason  of  the  application  of 
the  rule  provided  in  section  544  <a)  (1) 
likewise  is  considered  as  actual  ownership 


for  the  purpose.  If  necessary,  of  applying 
the  family  and  partnership  rule  provided 
In  section  544  (a)  (2),  in  order  to  make  an¬ 
other  member  of  B’s  family,  for  example, 
B’s  wife,  BW,  the  constructive  owner  of  the 
stock  of  the  S  Corporation.  However,  the 
family  and  partnership  rule  could  not  again 
be  applied  so  as  to  make  still  another  in¬ 
dividual  the  constructive  owner  of  the 
stock  of  the  S  Corporation,  that  is,  the  stock 
constructively  owned  by  BW  could  not  be 
considered  as  actually  owned  by  her  in  order 
to  make  BW’s  father  the  constructive  owner 
of  such  stock  by  a  second  application  of  the 
family  and  partnership  rule. 

§  1.544-7  Option  rule  in  lieu  of  family, 
and  partnership  rule,  (a)  if,  in  deter¬ 
mining  the  ownership  of  stock,  such 
stock  may  be  considered  as  constructively 
owned  by  an  individual  by  an  application 
of  either  the  family  and  partnership 
rule  (section  544  (a)  (,2) )  or  the  option 
rule  (section  544  (a)  (3)),  such  stock 
shall  be  considered  as  owned  construc¬ 
tively  by  the  individual  by  reason  of  the 
application  of  the  option  rule. 

(b)  The  application  of  this  section 
may  be  illustrated  by  the  following  ex¬ 
ample: 

Example.  Two  brothers,  A  and  B,  each 
own  10  percent  of  the  stock  of  the  M  Cor¬ 
poration,  apd  A’s  wife,  AW,  also  owns  10  per¬ 
cent  of  the  stock  of  such  corporation.  AW’s 
husband.  A,  has  an  option  to  acquire  the 
stock  owned  by  her  at  any  time.  It  becomes 
necessary,  for  one  of  the  purposes  stated  in 
section  544  (a)  (4),  to  determine  the  stock 
ownership  of  B  in  the  M  Corporation.  If  the 
family  and  partnership  rule  were  the  only 
rule  that  applied  in  the  case,  B  would  be 
considered,  under  that  rule,  as  owning  20 
percent  of  the  stock  of  the  M  Corporation, 
namely,  his  own  stock  plus  the  stock  owned 
by  his  brother.  In  that  event,  B  could  not  be 
considered  as  owning  the  stock  held  by  AW 
since  (1)  AW  is  not  a  member  of  B’s  family 
and  (2)  the  constructive  ownership  of  such 
stock  by  A  through  the  application  of  the 
family  and  partnership  rule  in  his  case  is 
not  considered  as  actual  ownership  so  as  to 
make  B  the_  constructive  owner  by  a  second 
application  of  the  same  rule  with  respect  to 
the  ownership  of  the  stock.  However,  there 
Is  more  than  the  family  and  partnership  rule 
Involved  in  this  example.  As  the  holder  of 
an  option  upon  the  stock,  A  may  be  consid¬ 
ered  the  constructive  owner  of  his  wife’s 
stock  by  the  application  of  the  option  rule 
and  without  reference  to  the  family  relation¬ 
ship  between  A  and  AW.  If  A  is  considered 
as  owning  the  stock  of  his  wife  by  appllca- 
^tlon  of  the  option  rule,  then  such  construc- 
^tlve  ownership  by  A  is  regarded  as  actual 
ownership  for  the  purpose  of  applying  the 
family  and  partnership  rule  so  as  to  make 
another  member  of  A’s  family,  for  example, 
B,  the  constructive  owner  of  the  stock. 
Hence,  since  A  may  be  considered  as  owning 
his  wife’s  stock  by  applying  either  the 
family-partnership  rule  or  the  option  rule, 
the  provisions  of  section  544  (a)  (6)  apply 
-  and  accordingly  A  must  be  considered  the 
constructive  owner  of  his  wife’s  stock  under 
the  option  rule  rather  than  the  family- 
partnership  rule.  B  thus  becomes  the  con¬ 
structive  owner  of  30  percent  of  the  stock  of 
the  M  Corporation,  namely,  his  own  10  per¬ 
cent,  A’s  10  percent,  and  AW’s  10  percent 
constructively  owned  by  A  as  the  holder  of 
an  optipn  on  the  stock. 

§  1.545  Statutory  provisions;  undis¬ 
tributed  personal  holding  company  in¬ 
come. 

Sec.  545.  Undistributed  personal  holding 
company  income — (a)  Definition.  For  pur¬ 
poses  of  this  part,  the  term  “undistributed 
personal  holding  company  income’’  means 
the  taxable  income  of  a  personal  holding 
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company  adjusted  in  the  manner  provided 
In  subsection  (b),  minvis  the  dividends  paid 
deduction  as  defined  in  section  561. 

(b)  Adjustments  to  taxable  income.  For 
the  purposes  of  subsection  (a),  the  taxable 
Income  shall  be  adjusted  as  follows: 

(1)  Taxes.  There  shall  be  allowed  as  a 
deduction  Federal  Income  and  excess  profits 
taxes  (other  than  the  excess  profits  tax  im¬ 
posed  by  subchapter  E  of  chapter  2  of  the 
Internal  Revenue  Code  of  1939  for  taxable 
years  beginning  after  December  31,  1940)  and 
income,  war  profits  and  excess  profits  taxes 
of  foreign  countries  and  possessions  of  the 
United  States  (to  the  extent  not  allowable 
as  a  deduction  under  section  164  (b)  (6)), 
accrued  during  the  taxable  year,  but  not 
including  the  accumulated  earnings  tax  im¬ 
posed  by  section  531,  the  personal  holding 
company  tax  imposed  by  section  541,  or  the 
taxes  imposed  by  corresponding  sections  of 
a  prior  income  tax  law.  A  taxpayer  which, 
for  each  taxable  year  in  which  it  was  subject 
to  the  tax  imposed  by  section  500  of  the  In¬ 
ternal  Revenue  Code  of  1939,  deducted  Fed¬ 
eral  income  and  excess  profits  taxes  when 
paid  for  the  purpose  of  computing  subchap¬ 
ter  A  net  income  under  such  Code  shall 
deduct  taxes  under  this  paragraph  when 
paid,  unless  the  taxpayer  elects,  in  its  return 
for  the  taxable  year  ending  after  June  30, 
1954,  to  deduct  the  taxes  described  in  this 
paragraph  when  accrued.  Such  an  election 
shall  be  Irrevocable  and  shall  apply  to  the 
taxable  year  for  which  the  election  is  made 
and  to  all  subsequent  taxable  years. 

(2)  Charitable  contributions.  The  deduc¬ 
tion  for  charitable  contributions  provided 
under  section  170  shall  bo  allowed  but  with 
the  limitations  in  section  170  (b)  (1)  (A) 
and  (B)  (in  lieu  of  the  limitation  in  section 
170  (b)  (2)).  For  purposes  of  this  para¬ 
graph,  the  term  "adjusted  gross  Income” 
when  used  in  section  170  (b)  (1)  means  the 
taxable  Incoma  computed  with  the  adjust¬ 
ments  provided  in  section  170  (b)  (2)  and 
without  the  deduction  of  the  amount  disal¬ 
lowed  under  paragraph  (8)  of  this  subsec¬ 
tion. 

(3)  Special  deductions  disallowed.  The 
special  deductions  for  corporations  provided 
in  part  VIII  (except  section  248)  of  sub¬ 
chapter  B  (section  241  and  following,  relat¬ 
ing  to  the  deduction  for  dividends  received 
by  corporations,  etc.)  shall  not  be  allowed. 

(4)  Net  operating  loss.  The  net  operating 
loss  deduction  provided  in  section  172  shall 
not  be  allowed,  but  there  shall  be  allowed 
as  a  deduction  the  amount  of  the  net  operat¬ 
ing  loss  (as  defined  in  section  172  (c) )  for  the 
preceding  taxable  year. 

(5)  Long-term  capital  gains.  There  shall 
be  allowed  as  a  deduction  the  excess  of  the 
net  long-term  capital  gain  for  the  taxable 
year  over  the  net  short-term  capital  loss  for 
such  year,  minus  the  taxes  imposed  by  this 
subtitle  attributable  to  such  excess.  The 
taxes  attributable  to  such  excess  shall  be  an 
amount  equal  to  the  difference  between — 

(A)  The  taxes  imposed  by  this  subtitle 
(except  the  tax  imposed  by  this  part)  for 
such  year,  and 

(B)  Such  taxes  computed  for  such  year 
without  including  such  excess  in  taxable 
income. 

(6)  Bank  affiliates.  There  shall  be  allowed 
the  deduction  described  in  section  601  (re¬ 
lating  to  bank  affiliates). 

(7)  Payment  of  indebtedness  incurred 
prior  to  January  1,  1934.  There  shall  be 
allowed  as  a  deduction  amounts  used  or 
Irrevocably  set  aside  to  pay  or  to  retire  in¬ 
debtedness  of  any  kind  incurred  before 
January  1,  1934,  if  such  amounts  are  reason¬ 
able  with  reference  to  the  size  and  terms  of 
such  indebtedness. 

(8)  Expenses  and  depreciation  applicable 
to  property  of  the  tax^yer.  The  aggregate 
of  the  deductions  allowed  under  section  162 
(relating  to  trade  or  business  expenses)  and 
section  167  (relating  to  depreciation),  which 
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are  allocable  to  the  operation  and  mainte¬ 
nance  of  property  owned  or  operated  by  the 
corporation,  shall  be  allowed  only  in  an 
amount  equal  to  the  rent  or  other  compensa¬ 
tion  received  for  the  use  of,  or  the  right  to 
use,  the  property,  unless  it  is  established 
(under  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate)  to  the  satisfaction  of 
the  Secretary  or  his  delegate — 

(A)  That  the  rent  or  other  compensation 
received  was  the  highest  obtainable,  or,  if 
none  was  received,  that  none  was  obtainable; 

(B)  That  the  property  was  held  in  the 
course  of  a  business  carried  on  bona  fide  for 
profit;  and 

(C)  Either  that  there  was  reasonable  ex¬ 
pectation  that  the  operation  of  the  property 
would  result  in  a  profit,  or  that  the  property 
was  necessary  to  the  conduct  of  the  business. 

(9)  Amount  of  a  lien  in  favor  of  the  United 
States.  There  shall  be  allowed  as  a  deduc¬ 
tion  the  amount,  not  to  exceed  the  taxable 
income  of  the  taxpayer,  of  any  lien  in  favor 
of  the  United  States  (notice  of  which  has 
been  filed  as  provided  in  section  6323  (a)  (1) , 
(2),  or  (3) )  to  which  the  taxpayer  is  subject 
at  the  close  of  the  taxable  year.  The  sum  of 
the  amounts  deducted  under  this  paragraph 
with  respect  to  any  lien  shall,  for  the  pur¬ 
poses  of  this  section,  be  added  to  the  taxable 
income  of  the  taxpayer  for  the  taxable  year 
In  which  such  lien  is  satisfied  or  released. 
Where  an  amount  is  added  to  the  taxable 
Income  of  a  corporation  by  reason  pf  the 
preceding  sentence  of  this  paragraph,  the 
shareholders  of  the  corporation  may,  pur-  - 
BUant  to  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate,  elect  to  compute  the 
income  tax  with  respect  to  such  dividends  as 
are  attributable  to  such  amount  as  though 
they  were  received  ratably  over  the  period 
the  lien  was  in  effect. 

§  1.545-1  Definition,  (a)  Undistrib¬ 
uted  personal  holding  company  income 
Is  the  amount  which  is  subject  to  the 
personal  holding  company  tax  imposed 
under  section  541.  Undistributed  per¬ 
sonal  holding  company  income  is  the 
taxable  income  of  the  corporation  ad¬ 
justed  in  the  manner  described  in  section 
545  (b)  and  §  1.545-2,  less  the  deduction 
for  dividends  paid.  See  sections  561-565 
and  §§  1.561-1 — 1.565-6,  relating  to  the 
dividends  paid  deduction. 

(b)  For  purposes  of  the  imposition  of 
the  personal  holding  company  tax  on  a 
foreign  corporation,  resident  or  nonresi¬ 
dent,  which  files  or  causes  to  be  filed  a 
return,  the  undistributed  personal  hold¬ 
ing  company  income  shall  be  computed 
on  the  basis  of  the  taxable  income  from 
sources  within  the  United  States,  and 
such  income  shall  be  adjusted  in  accord¬ 
ance  with  the  principles  of  section  545 
(b)  and  §  1.545-2.  For  purposes  of  the 
imposition  of  such  tax  on  a  foreign  cor¬ 
poration,  resident  or  nonresident,  which 
files  no  return,  the  undistributed  per¬ 
sonal  holding  company  income  shall  be 
computed  on  the  basis  of  the  gross  in¬ 
come  from  sources  within  the  United 
States  without  allowance  of  any  deduc¬ 
tions. 

§  1.545-2  Adjustments  to  taxable  in¬ 
come — (a)  Taxes — (1)  General  rule.  In 
computing  undistributed  personal  hold¬ 
ing  company  income,  there  shall  be  al¬ 
lowed  as  a  deduction  Federal  income  and 
excess  profits  taxes  accrued  during  the 
taxable  year,  except  that  no  deduction 
shall  be  allowed  for  (i)  the  accumulated 
earnings  tax  imposed  by  section  531  (or 
a  corresponding  section  of  a  prior  law), 
(ii)  the  personal  holding  company  tax 


imposed  by  section  541  (or  a  correspond¬ 
ing  section  of  a  prior  law),  and  (iii)  the 
excess  profits  tax  imposed  by  subchapter 
E  of  chapter  2  of  the  Internal  Revenue 
Code  of  1939.  The  deduction  is  for  taxes 
accrued,  regardless  of  whether  the  cor¬ 
poration  uses  an  accrual  method  of  ac¬ 
counting,  the  cash  receipts  and  disburse¬ 
ments  method  or  any  other  allowable 
method.  However,  the  taxpayer  shall 
deduct  taxes  paid,  rather  than  taxes  ac¬ 
crued,  if  it  used  that  method  for  each 
taxable  year  for  which  the  taxpayer  was 
subject  to  the  tax  imposed  by  section 
500  of  the  Internal  Revenue  Code  of 
1939,  unless  an  election  is  made  to  de¬ 
duct  taxes  accrued.  In  computing  the 
amount  of  taxes  accrued,  an  unpaid 
tax  which  is  being  contested  is  not  con¬ 
sidered  accrued  until  the  contest  is 
resolved. 

(2)  Election  by  taxpayer  which  de¬ 
ducted  taxes  paid.  If  the  corporation 
was  subject  to  the  personal  holding  com¬ 
pany  tax  imposed  by  section  500  of  the 
Internal  Revenue  Code  of  1939  and,  for 
the  piurpose  of  that  tax,  deducted  taxes 
paid  rather  than  taxes  accrued  for  each 
taxable  year  for  which  it  was  subject  to 
such  tax,  the  corporation  may  elect  for 
any  taxable  year  ending  after  June  30, 
1954, .  to  deduct  taxes  accrued,  rather 
than  taxes  paid,  for  the  purposes  of  the 
tax  imposed  by  section  541  of  the  Inter-  • 
nal  Revenue  Code  of  1954.  The  election 
shall  be  made  by  deducting  the  taxes 
accrued  on  Form  1120  PH,  schedule  to 
be  filed  with  the  return.  The  schedule 
shall,  in  addition,  contain  a  statement 
that  the  corporation  has  made  such 
election  and  shall  set  forth  the  year  to 
which  such  election  was  first  applicable. 
The  deduction  of  taxes  accrued  in  the 
year  of  election  precludes  the  deduction 
of  taxes  paid  during  such  year.  The 
election,  if  made,  shall  be  irrevocable  and 
the  deduction  for  taxes  accrued  shall  be 
allowed  for  the  year  of  election  and  for 
all  subsequent  taxable  years. 

(3)  Taxes  of  foreign  countries  and 
United  States  possessions.  The  deduc¬ 
tion  of  income,  war  profits  and  excess 
profits  taxes  paid  to  a  foreign  country 
or  United  States  possession  is  permitted 
in  computing  undistributed  personal 
holding  company  income  even  if  for  the 
purposes  of  the  corporate  lax  imposed 
by  section  11  a  credit  for  such  taxes  is 
taken.  However,  the  credit  for  such 
taxes  permitted  by  section  901  with  re¬ 
spect  to  the  tax  imposed  by  section  11 
is  not  allowed  with  respect  to  the  per¬ 
sonal  holding  company  tax  imposed  by 
section  541. 

(b)  Charitable  contributions.  (1) 
Section  545  (b)  (2)  provides  that,  in 
computing  the  undistributed  personal 
holding  company  income  of  a  corpora¬ 
tion,  the  deduction  for  charitable  con¬ 
tributions  by  a  corporation  sh^l  be  com¬ 
puted  with  the  limitations  of  section 
170  (b)  (1)  (A)  and  (B)  (relating  to 
charitable  contributions  by  individuals) 
instead  of  the  limitation  in  section  170 
(b)  (2)  (relating  to  charitable  contri¬ 
butions  by  corporations). 

(2)  Although  the  limitations  of  sec¬ 
tion  170  (b)  (1)  (A)  and  (B)  are  10  and 
20  percent,  respectively,  of  the  Individ¬ 
ual’s  adjusted  gross  income,  the  limita¬ 
tions  are  applied  for  purposes  of  section 
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645  (b)  (2)  by  using  10  and  20  percent, 
respectively,  of  the  corporation’s  taxable 
Income  as  adjusted  for  purposes  of  sec¬ 
tion  170  (b)  (2)  (that  is,  the  same 
amount  of  taxable  income  to  which  the 
6  percent  limitation  applied) .  However, 
a  further  adjustment  for  this  purpose  is 
that  the  taxable  income  shall  also  be  . 
computed  without  the  deduction  of  the 
amount  disallowed  under  section  545  (b) 
(8)  (relating  to  expenses  and  deprecia¬ 
tion  applicable  to  property  of  the  tax¬ 
payer.) 

(3)  See  the  regulations  imder  section 
170  (b)  (1)  (A)  and  (B)  with  respect  to 
the  charitable  contributions  to  which  the 
10  percent  limitation  is  applicable  and 
the  charitable  contributions  to  which  the 
20  percent  limitation  is  applicable. 

(4)  In  some  cases,  a  deduction  in  ex¬ 
cess  of  the  5  percent  limitation  may  be 
allowed  for  one  taxable  year  under  sec¬ 
tion  545  (b)  (2)  for  purposes  of  the 
personal  holding  company  tax  only,  and 
may  also  be  allowed  as  a  deduction  in 
computing  taxable  income  for  a  subse¬ 
quent  taxable  year  under  the  carryover 
provisions  of  section  170  (b)  (2).  To 
the  extent  that  the  charitable  contribu¬ 
tions  carried  over  from  a  previous  year 
have  already  been  deducted  for  purposes 
of  the  personal  holding  company  tax  in 
the  year  when  the  charitable  contribu¬ 
tions  were  made,^  they  may  not  be  de¬ 
ducted  again  as  part  of  the  contribution 
carryover  deduction  for  purposes  of  the 
personal  holding  company  tax  for  a  sub¬ 
sequent  year.  However,.this  adjustment 
is  only  for  purposes  of  the  personal  hold¬ 
ing  company  tax,  and  the  carryover  in 
such  case  is  allowable  in  computing  tax¬ 
able  income  for  purposes  of  the  corpora¬ 
tion  normal  tax  and  surtax. 

(c)  Special  deductions  disallowed. 
Part  VIII  of  subchapter  B  of  chapter  1 
allows  corporations,  in  computing  tax¬ 
able  income,  special  deductions  for  such 
matters  as  partially  tax-exempt  interest, 
certain  dividends  received,  dividends 
paid  on  certain  preferred  stock  of  pub¬ 
lic  utilities,  organizational  expenses,  etc. 
See  section  241.  Such  special  deduc¬ 
tions,  except  the  deduction  provided  by 
section  248  (relating  to  organizational 
expenses)  shall  be  disallowed  in  comput¬ 
ing  undistributed  personal  holding  com¬ 
pany  income. 

(d)  Net  operating  loss.  The  net  op¬ 
erating  loss  deduction  provided  in  section 
172  is  not  allowed  for  purposes  of  the 
computation  of  undistributed  personal 
holding  company  income;  however,  there 
is  allowed  as  a  deduction  for  such  pur¬ 
poses  the  amount  of  the  net  operating 
loss  (as  defined  in  section  172  (c))  for 
the  preceding  taxable  year. 

(e)  Long-term  capital  gains.  (1) 
There  is  allowed  as  a  deduction  the  ex¬ 
cess  of  the  net  long-term  capital  gain 
for  the  taxable  year  over  the  net  short¬ 
term  capital  loss  for  such  year,  minus 
the  taxes  attributable  to  such  excess,  as 
provided  in  section  545  (b)  (5). 

(2)  Section  631  (c)  (relating  to  gain 
or  loss  in  the  case  of  disposal  of  coal) 
shall  have  no  application. 

(f)  Bank  affiliates.  There  is  allowed 
the  deduction  provided  by  section  601  in 
the  case  of  bank  affiliates  (as  defined  in 
section  2  of  the  Banking  Act  of  1933;  12 
U.  S.  C.  221a  (O). 


(g)  Payment  of  indebtedness  incurred 
prior  to  January  1,  1934 — (1)  General 
rule.  In  computing  undistributed  per¬ 
sonal  holding  company  income,  section 
545  (b)  (7)  provides  that  there  shall  be 
allowed  as  a  deduction  amounts  used  or 
irrevocably  set  aside  to  pay  or  to  retire 
indebtedness  of  any  kind  incurred  be¬ 
fore  January  1, 1934,  if  such  amounts  are 
reasonable  with  reference  to  the  size  and 
terms  of  such  indebtedness. 

(2)  Indebtedness.  The  term  “indebt¬ 
edness”  means  an  obligation  absolute  and 
not  contingent,  to  pay  on  demand  or 
within  a  given  time,  in  cash  or  other 
medium,  a  fixed  amount.  'The  term  “in¬ 
debtedness”  does  not  include  the  obliga¬ 
tion  of  a  corporation  on  its  capital  stock. 
The  indebtedness  must  have  been  in¬ 
curred  (or,  if  incurred  by  assumption, 
assumed)  by  the  taxpayer  before  Jan¬ 
uary  1, 1934.  An  indebtedness  evidenced 
by  bonds,  notes,  or  other  obligations 
issued  by  a  corporation  is  ordinarily  in¬ 
curred  as  of  the  date  such  obligations  are 
issued  and  the  amount  of  such  indebted¬ 
ness  is  the  amount  represented  by  the 
face  value  of  the  obligations.  In  the 
case  of  refunding,  renewal,  or  other 
change  in  the  form  of  an  indebtedness, 
the  giving  of  a  pew  promise  to  pay  by 
the  taxpayer  will  not  have  the  effect  of 
changing  the  date  the  indebtedness  was 
incurred. 

(3)  Amounts  used  or  irrevocably  set 
aside.  The  deduction  is  allowable,  in  any 
taxable  year,  only  for  amounts  used  or 
irrevocably  set  aside  iu  that  year.  The 
use  or  irrevocable  setting  aside  must  be 
to  effect  the  extinguishment  or  discharge 
of  indebtedness.  In  the  case  of  refund¬ 
ing,  renewal,  or  other  change  in  the  form 
of  an  indebtedness,  the  mere  giving  of 
a  new  promise  to  pay  by  the  taxpayer 
will  not  result  in  an  allowable  deduction. 
If  amounts  are  set  aside  in  one  year,  no 
deduction  is  allowable  for  such  amounts 
for  a  later  year  in  which  actually  paid. 
As  long  as  all  other  conditions  are  satis¬ 
fied,  the  aggregate  amount  allowable  as 
a  deduction  for  any  taxable  year  includes 
all  amounts  (from  whatever  source)  used 
and  all  amounts  (from  whatever  source) 
irrevocably  set  aside,  irrespective  of 
whether  in  cash  or  other  medium. 
Double  deductions  shall  not  be  allowed. 

(4)  Reasonableness  of  the  amounts 
with  reference  to  the  size  and  terms  of 
the  indebtedness,  (i)  The  reasonable¬ 
ness  of  the  amounts  used  or  irrevocably 
setr  aside  must  be  determined  by  refer¬ 
ence  to  the  size  and  terms  of  the  par¬ 
ticular  indebtedness.  Hence,  all  the 
facts  and  circumstances  wiUi  respect  to 
the  nature,  scope,  conditions,  amount, 
matiuity,  and  other  terms  of  the  partic¬ 
ular  indebtedness  must  be  shown  in  each 
case. 

(ii)  Ordinarily  an  amount  used  to  pay 
or  retire  an  indebtedness,  in  whole  or  in 
part,  at  or  prior  to  the  maturity  and  in 
accordance  with  the  terms  thereof  will 
be  considered  reasonable,  and  may  be 
allowable  as  a  deduction  for  the  year 
in  which  so  used.  However,  if  an  amount 
has  been  set  aside  in  a  prior  year  for 
pasmient  or  retirement  of  the  same  ,  in¬ 
debtedness,  the  amount  so  set  asidg^  shall 
not  be  allowed  as  a  deduction  in  the  year 
of  the  payment. 


(iil)  All  amounts  irrevocably  set  aside 
for  the  payment  or  retirement  of  an  in¬ 
debtedness  in  accordance  with  and  pur¬ 
suant  to  the  terms  of  the  obligation,  for 
example,  the  annual  contribution  to 
trustees  required  by  the  provisions  of  a 
mandatory  sinking  fund  agreement,  will 
be  considered  as  complying  with  the  re¬ 
quirement  of  reasonableness.  To  be  con¬ 
sidered  reasonable,  it  is  not  necessary 
that  the  plan  of  retirement  provide  for 
a  retroactive  setting  aside  of  amounts 
for  years  prior  to  that  in  which  the  plan 
is  adopted.  However,  if  a  voluntary  plan 
was  adopted  before  1934,  no  adjustment 
is  allowable  in  respect  of  the  amounts  set 
aside  in  the  years  prior  to  1934. 

(5)  Burden  of  proof.  The  burden  of 
proof  will  rest  upon  the  taxpayer  ta  sus¬ 
tain  the  deduction  claimed.  Therefore, 
the  taxpayer  must  furnish  the  informa¬ 
tion  required  by  the  return,  and  such 
other  information  as  the  district  director 
inay  require  in  substantiation  of  the  de¬ 
duction  claimed. 

"(6)  Allowance  to  a  successor  corpora¬ 
tion.  For  allowance  of  deduction  for 
pre-1934  indebtedness  to  a  successor  cor¬ 
poration,  see  section  381  (c)  (15). 

(h)  Expenses  and  depreciation  appli¬ 
cable  to  property  of  the  taxpayer.  (1) 
In  computing  undistributed  personal 
holding  company  income  in  the  case  of 
a  personal  holding  company  which  owns 
or  operates  property,  section  545  (b)  (8) 
provides  a  specific  limitation  with  re¬ 
spect  to  the  allowance  of  deductions  for 
trade  or  business  expenses  and  depre¬ 
ciation  allocable  to  the  operation  or 
maintenance  of  such  property.  Under 
this  limitation,  these  deductions  shall 
not  be  allowed  in  an  amount  in  excess 
of  the  aggregate  amount  of  the  rent  or 
other  compensation  received  for  the  use 
of,  or  the  right  to  use,  the  property,  un¬ 
less  it  is  established  to  the  satisfaction 
of  the  Commissioner — 

(i)  That  the  rent  or  other  compensa¬ 
tion  received  was  the  highest  obtainable, 
or  if  none  was  received,  that  none  was 
obtainable; 

(ii)  That  the  property  was  held  in 
the  course  of  a  business  carried  on  bona 
fide  for  profit;  and 

(iii)  Either  that  there  was  reasonable 
expectation  that  the  operation  of  the 
property  would  result  in  a  profit,  or  that 
the  property  was  necessary  to  the  con¬ 
duct  of  the  business. 

(2)  The  burden  of  proof  will  rest  upon 
the  taxpayer  to  sustain  the  deduction 
claimed.  If,  in  computing  undistributed 
personal  holding  company  income,  a  per¬ 
sonal  holding  company  claims  deductions 
for  expenses  and  depreciation  allocable 
to  the  operation  and  maintenance  of 
property  owned  or  operated  by  the  com¬ 
pany,  in  an  aggregate  amount  in  excess 
of  the  rent  or  other  compensation  re¬ 
ceived  for  the  use  of,  or  the  right  to  use, 
the  property,  it  shall  attach  to  its  income 
tax  return  a  statement  setting  forth  its 
claim  for  allowance  of  the  additional  de¬ 
ductions,  together  with  a  complete  state¬ 
ment  of  the  facts  and  circiimstances 
pertinent  to  its  claim  and  the  arguments 
on  which  it  relies.  Such  statement,  shall 
set  forth : 

(i)  A  description  of  the  property; 

(ii)  The  cost  or  other  basis  to  the 
corporation  and  the  nature  and  value  of 
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the  consideration  paid  for  the  property; 

(hi)  The  name  and  address  oHhe  per¬ 
son  from  whom  the  property  was  ac¬ 
quired  and  the  date  the  property  was 
acquired ; 

(iv)  The  name  and  address  of  the  per¬ 
son  to  whom  the  property  is  leased  or 
rented,  or  the  person  permitted  to  use 
the  property,  and  the  number  of  shares 
of  stock,  if  any,  held  by  such  person  and 
the  members  of  his  family; 

(v)  The  nature  and  gross  amount  of 
the  rent  or  other  compensation  received 
for  the  use  of,  or  the  right  to  use,  the 
property  during  the  taxable  year  and  for 
each  of  the  five  preceding  years  and  the 
amount  of  the  expenses  incurred  with 
respect  to,  and  the  depreciation  sustained 
on,  the  property  for  such  years; 

(vi)  Evidence  that  the  rent  or  other 
compensation  was  the  highest  obtain¬ 
able  or,  if  none  was  received,  a  statement 
of  the  reasons  therefor; 

(vii)  A  copy  of  the  contract,  lease  or 
rental  agreement; 

(viii)  The  purpose  for  which  the 
property  was  used; 

(ix)  The  business,  carried  on  by  the 
corporation,  with  respect  to  which  the 
property  was  held  and  the  gross  income, 
expenses,  and  taxable  income  derived 
from  the  conduct  of  such  business  for 
the  taxable  year  and  for  each  of  the  five 
preceding  years; 

(X)  A  statement  of  any  reasons  which 
existed  for  expectation  that  the  opera¬ 
tion  of  the  property  would  be  profitable, 
or  a  statement  of  the  necessity  for  the 
use  of  the  property  in  the  business  of  the 
corporation,  and  the  reasons  why  the 
property  was  acquired;  and 

(xi)  Any  other  information  pertinent 
to  the  taxpayer’s  claim. 

(1)  Amount  of  a  lien  in  favor  of  the 
United  States.  (1)  If  notices  of  lien  are 
filed  in  the  manner  provided  in  section 
6323  (a)  (1),  (2),  or  (3),  the  amount  of 
the  liability  to  the  United  States  out¬ 
standing  at  the  close  of  the  taxable  year, 
and  secured  by  such  liens  which  are  in 
effect  at  that  time,  shall  be  allowed  as 
a  deduction  in  computing  undistributed 
personal  holding  company  income.  How¬ 
ever,  the  ambunt  of  such  deduction 
which  may  be  allowed  for  any  taxable 
year  shall  not  exceed  the  taxable  income 
(as  adjusted  for  purposes  of  determining 
the  undistributed  personal  holding  com¬ 
pany  income,  but  without  regard  to  the 
deduction  under  section  545  (b)  (9)) 
for  such  year.  The  fact  that  the  amount 
of,  or  any  part  of,  the  outstanding  obli¬ 
gation  to  the  United  States  was  deducted 
for  one  taxable  year  does  not  prevent  its 
deduction  for  a  subsequent  taxable  year 
to  the  extent  the  obligation  is  still  out¬ 
standing  at  the  close  of  the  subsequent 
taxable  year  and  is  secured  by  a  lien, 
notice  of  which  has  been  filed. 

(2)  Subparagraph  (1)  of  this  para¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  example: 

Example.  If  the  taxpayer  (on  the  calendar 
year  basis)  is  subject  to  a  lien  (notice  of 
which  has  been  properly  filed)  in  the  amount 
of  $500,000  at  the  close  of  the  calendar  year 
1954  and  has  taxable  income  of  $400,000  for 
such  taxable  year,  the  deduction  allowable 
by  reason  of  the  lien  for  the  calendar  year 
1954  is  $400,000.  If,  at  the  close  of  the  tax¬ 
able  year  ended  December  31,  1955,  the  tax¬ 


payer  Is  still  'subject  to  the  same  lien  of 
$500,000  and  it  has  taxable  income  of 
$450,000,  a  deduction  is  allowed  by  reason  of 
such  lien  in  the  amount  of  $450,000. 

(3)  When  the  obligation  secured  by 
the  lien  in  favor  of  the  United  States  has 
been  satisfied  or  released,  the  sum  of  the 
amounts  which  have  been  allowed  as  de¬ 
ductions  under  section  545  (b)  (9)  in 
respect  of  such  obligation  shall  be  re¬ 
stored  to  taxable  income  for  the  year 
in  which  such  lien  is  satisfied  or  released. 
If  only  a  part  of  the  obligation  secured 
by  the  lien  has  been  satisfied,  the  sum 
of  the  amounts  which  have  been  allowed 
as  deductions  under  section  545  (b)  (9) 
in  respect  of  such  part  shall  be  included 
in  taxable  income  for  the  year  of  the 
satisfaction  for  the  purpose  of  determin¬ 
ing  undistributed  personal  holding  com¬ 
pany  income.  It  should  be  noted,  how¬ 
ever,  that  only  the  sum  of  the  amounts 
which  have  been  allowed  as  deductions 
under  section  545  (b)  (9)  and  subpara¬ 
graph  (1)  of  this  paragraph  shall  be 
included  in  taxable  income.  Thus,  any 
amounts  which  were  allowed  as  deduc¬ 
tions  under  section  504  (e)  of  the  In¬ 
ternal  Revenue  Code  of  1939  shall  not 
be  included  as  taxable  income  for  any 
taxable  year  under  section  545  (b)  (9) 
and  subparagraph  (1)  of  this  paragraph. 


Year 

Outstand¬ 

ing 

liability 

Taxable 

income 

Deduction 
as  limited 
by  taxable 
income 

Amount  at¬ 
tributable 
to  part 
payment  of 
$200,000 
in  1956 

Amount  at¬ 
tributable 
to  release  of 
lien  in  19-5S 

1954 . 

•  $500,000 
500,000 
300,000 
300,000 

$400, 000 
450,  OtK) 
.500,000 
100,000 

$400,000 

450,000 

300,000 

100,000 

$200,000 

200,000 

,  $200,000 
250,000 
300,000 
100,000 

1955 . 

J956 . 

1957 . 

Total _  _ 

850,000 

(5)  (i)  If  an  amount  has  been  in-  lien,  and  the  details  thereof,  the  taxable 
eluded  in  undistributed  personal  holding  year  or  years  to  which  such  dividends 
company  income  of  the  personal  holding  are  allocable,  and  a  computation  of  tax, 
company  by  reason  of  section  545  (b)  (9),  on' the  basis  of  the  election,  for  all  tax- 
any  shareholder  of  the  company  may  able  years  affected  by  such  ratable  allo- 
elect  to  compute  his  income  tax  with  cation  of  the  dividends.  Further,  the 
respect  to  such  of  his  dividends  as  are  statement  shall  show  the  district  direc- 
attributable  to  such  amount  as  though  tor’s  office  in  which  the  returns,  for  the 
such  dividends  were  received  ratably  ow  years  to  which  the  dividends  are  alloca- 
the  period  the  lien  was  in  effect.  ble,  were  filed,  the  kind  of  returns  which 

(ii)  For  purposes  of  section  545  (b)  were  filed  (separate  returns  or  joint  re- 
(9),  the  dividends  paid  during  the  tax-  turns),  and  the  name  and  address  under 
able  year  of  the  personal  holding  com-  which  the  returns  were  filed.  Thestate- 
pany  (computed  as  of  the  close  of  such  ment  shall  be  attached  to  the  sharehold- 
year)  shall  be  deemed  attributable  first  er’s  return  for  the  taxable  year  for  which 
to  undistributed  personal  holding  com-  the  dividend  would  be  reported  but  for 
pany  income  by  reason  of  section  545  (b)  such  election.  .  * 

(9)  (computed  as  of  the  close  of  the  tax-  (iv)  The  operation  of  this  subpara- 
able  year  #C  the  personal  holding  com-  graph  may  be  illustrated  as  follows:  If, 
pany).  If  the  period  over  which  the  lien  in  the  example  under  subparagraph  (4) , 
was  in  effect  consists  of  several  taxable  of  this  paragraph,  shareholder  A  owns  75 
years  of  the  personal  holding  company,  percent  in  value  of  the  outstanding  stock 
the  dividend  deemed  received  for  any  of  the  personal  holding  company,  and 
taxable  year  shall  be  deemed  received  on  receives  a  dividend  of  $540,000  from  such 
the  last  day  of  such  taxable  year  of  the  company  during  1958  (the  total  dividend 
personal  holding  company.  distribution  being  $720,000)  he  may 

(iii)  Such  election  shall  be  made  in  a  elect  to  compute  his  income  tax  with 
,  statement  showing  the  amount  of  the  respect  to  the  $540,000  in  dividends  for 

deduction  under  section  545  (b)  (9)  for  1958  as  if  he  had  received  $127,058.82  of 
each  taxable  year  of  the  period  in  which  such  dividends  for  1954  ($200,000/850,000 
the  lien  was  in  effect,  the  amount  of  such  of  $540,000) ,  $158,823.53  of  such  divi- 
deduction,  if  any,  which  was  added  to  dends  for*  1955  ($250,000/850,000  of 
undistributed  personal  holding  company  $540,000),  $190,588.23  of  such  dividends 
income  in  a  later  year  or  years  as  a  result  for  1956  ($300,000/850,000  of  $540,000), 
of  partial  satisfaction  or  release  of  such  and  $63,529.41  of  such  dividends  for 


(4)  The  application  of  subparagraph 

(3)  of  this  paragraph  may  be  illustrated 
by  the  following  example: 

Example.  Assume  the  same  facts  as  In  the 
example  in  subparagraph  (2)  of  this  para¬ 
graph,  and  assume  further  that  the  corpora¬ 
tion  has  $100,000  taxable  income  both  for 
1956  (before  including  the  $400,000  described 
below)  and  for  1957.  In  1956,  the  corporation 
pays  $200,000  of  the  obligation,  thereby  re¬ 
ducing  its  liability  from  $500,000  to  $300,000. 
In  such  case,  $400,000  is  included  in  taxable 
Income  in  computing  its  undistributed  per¬ 
sonal  holding  company  income  for  1956,  that 
is,  the  sum  of  the  $200,(^0  deduction  for  1954 
and  the  $200,000  deduction  for  1955  in  resF>ect 
of  the  liability  which  is  paid  in  1956.  In  1957, 
property  of  the  corporation  is  discharged 
from  the  lien  by  reason  of  the  fact  that  the 
value  of  the  remaining  property  of  the  cor¬ 
poration  exceeds  double  the  outstanding  lia¬ 
bility.  (See  section  6325.  (b)  (1).)  Since 
this  was  not  a  release  or  satisfaction  of  the 
lien,  no  amount  is  added  to  taxable  income 
for  1957  with  respect  to  the  property  dis¬ 
charged  from  the  lien.  In  1958,  the  remain¬ 
ing  property  is  released  from  the  lien  by 
reason  of  a  bond  being  accepted  under  sec¬ 
tion  6325  (a)  (2).  There  is  added  to  taxable 
Income  in  computing  undistributed  personal 
holding  company  income  for  1958,  $850,000, 
that  is,  the  sum  of  the  deductions  allowed 
for  1954,  1955,  1956,  and  1957  in  respect  of 
the  $300,000  liability,  the  lien  for  which  was 
released  in  1958.  This  amount  of  $850,000, 
is  computed  as  follows : 
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1957  ($100,000/850.000  of  $540,000) .  Ac¬ 
cordingly,  the  tax  computed  for  1958  with 
respect  to  such  dividends  shall  be  the 
aggregate  of  the  taxes  attributable  to 
such  amounts  had  they  been  distributed 
in  the  respective  years. 

§  1.546  Statutory  provisions;  income 
not  placed  on  annual  basis. 

Sec.  546.  Income  not  placed  on  annual 
basis.  Section  443  (b)  (relating  to 

computation  of  tax  on  change  of  annual 
accounting  period)  shall  not  apply  in  the 
computation  of  the  personal  holding  com¬ 
pany  tax  imposed  by  section  541. 

§  1.547  Statutory  provisions;  deduc¬ 
tion  for  deficiency  dividends. 

Sec.  547.  Deduction  for  deficiency  divi- 
dends— (a)  General  rule.  If  a  determination 
(as  defined  in  subsection  (c) )  with  respect 
to  a  taxpayer  establishes  liability  for' per¬ 
sonal  holding  company  tax  imposed  by  sec¬ 
tion  541  (or  by  a  corresponding  provision  of 
a  prior  income  tax  law)  lor  any  taxable 
year,  a  deduction  shall  be  allowed  to  the 
taxpayer  for  the  amount  of  deficiency 
dividends  (as  defined  in  subsection  (d) ) 
for  the  purpose  of  determining  the  personal 
holding  company  tax  for  such  year,  but  not 
for  the  purpose  of  determining  interest,  addi¬ 
tional  amounts,  or  assessable  penalties  com¬ 
puted  with  respect  to  such  personal  holding 
company  tax. 

(b)  Rules  for  application  of  section — (1) 
Allowance  of  deduction.  The  deficiency 
dividend  dedtrctlon  shall  be  allowed  as  of 
the  date  the  claim  for  the  deficiency  dividend 
deduction  is  filed. 

(2)  Credit  or  refund.  If  the  allowance  of 
a  deficiency  dividend  deduction  results  in 
an  overpayment  of  personal  holding  com¬ 
pany  tax  for  any  taxable  year,  credit  or 
refund  with  respect  to  such  overpayment 
shall  be  made  as  if  on  the  date  of  the  deter¬ 
mination  2  years  remained  before  the  ex¬ 
piration  of  the  period  of  limitation  on  the 
filing  of  claim  for  refund  for  the  taxable 
year  to  which  the  overpayment  relates.  No 
Interest  shall  be  allowed  on  a  credit  or  re¬ 
fund  arising  from  the  .application  of  this 
section. 

(c)  Determination.  For  purposes  of  this 
section,  the  term  "determination’’  means — 

( 1 )  A  decision  by  the  Tax  fcourt  or  a  judg¬ 
ment,  decree,  or  other  order  by  any  court  of 
competent  Jurisdiction,  which  has  become 
final; 

(2)  A  closing  agreement  made  under  sec¬ 
tion  7121;  or  " 

(3)  Under  regulations  prescribed  by  the 
Secretary  or  his  delegate,  an  agreement 
signed  by  the  Secretary  or  his  delegate  and 
by,  or  on  behalf  of,  the  taxpayer  relating  to 
the  liability  of  such  taxpayer  for  personal 
holding  company  tax. 

(d)  Deficiency  dividends — (1)  Definition. 
For  purposes  of  this  section,  the  term  "defi¬ 
ciency  dividends”  means  the  amount  of  the 
dividends  paid  by  the  corporation  on  or  after 
the  date  of  the  determination  and  before 
filing  claim  under  subsection  (e),  which 
would  have  been  includible  in  the  computa¬ 
tion  of  the  deduction  for  dividends  paid 
under  section  561  for  the  taxable  year  with 
respect  to  which  the  liability  for  personal 
holding  company  tax  exists,  if  distributed 
during  such  taxable  year.  No  dividends  shall 
be  considered  as  deficiency  dividends  for  pur¬ 
poses  of  subsection  (a)  unless  distributed 
within  90  days  after  the  determination. 

(2)  Effect  on  dividends  paid  deduction — 
(A)  For  taxable  year  in  which  paid.  Defi¬ 
ciency  dividends  paid  in  any  taxable  year  (to 
the  extent  of  the  portion  thereof  taken  Into 
account  under  subsection  (a)  In  determin¬ 
ing  personal  holding  company  tax)  shall  not 
be  included  in  the  amount  of  dividends  paid 
for  such  year  for  purposes  of  computing  the 


dividends  paid,  deduction  for  such  year  and 
succeeding  years. 

(B)  For  prior  taxable  year.  Deficiency 
dividends  paid  in  any  taxable  year  (to  the 
extent  of  the  portion  thereof  taken  Into 
account  under  subsection  (a)  in  determining 
personal  holding  company  tax)  shall  not  be 
allowed  for  purposes  of  section  563  (b)  in  the 
computation  of  the  dividends  paid  deduction 
for  the  taxable  year  preceding  the  taxable 
year  in  which  paid. 

(e)  Claim  required.  No  deficiency  divi¬ 
dend  deduction  shall  be  allowed  under  sub¬ 
section  (a)  unless  (under  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate) 
claim  therefor  is  filed  within  120  days  after 
the  determination. 

(f)  Suspension  of  statute  of  limitations 
and  stay  of  collection — (1)  Suspension  of 
running  of  statute.  If  the  corporation  files 
a  claim,  as  provided  in  subsection  (e),  the 
running  of  the  statute  of  limitations  pro¬ 
vided  in  section  6501  on  the  making  of  assess¬ 
ments,  and  the  bringing  of  distraint  or  a 
proceeding  in  court  for  collection,  in  respect 
of  the  deficiency  and  all  interest,  additional 
amounts,  or  assessable  penalties,  shall  be  sus- 
I>ended  for  a  period  of  2  years  after  the  date 
of  the  determination. 

(2)  Stay  of  collection.  In  the  case  of  any 
deficiency  with  respect  to  the  tax  imposed  by 
section  541  established  by  a  determination 
imder  this  section — 

(A)  The  collection  of  the  deficiency  and 
all  interest,  additional  amounts,  and  asesss- 
able  penalties  shall,  except  in  cases  of  Jeop¬ 
ardy,  be  stayed  until  the  expiration  of  120 
days  after  the  date  of  the  determination,  and 

(B)  If  claim  for  deficiency  dividend  deduc¬ 
tion  is  filed  under  subsection  (e),  the  col¬ 
lection  of  such  part  of  the  deficiency  as  is 
not  reduced  by  the  deduction  for  deficiency 
dividends  provided  in  subsection  (a)  shall  be 
stayed  until  the  date  the  claim  is  disallowed 
(in  whole  or  in  part),  and  if  disallowed  in 
part  collection  shall  be  made  only  with  re¬ 
spect  to  the  part  disallowed. 

No  distraint  or  proceeding  in  court  shall  be 
begun  for  the  collection  of  an  amount  the 
collection  of  which  is  stayed  under  subpara¬ 
graph  (A)  or  (B)  during  the  period  for  which 
the  collection  of  such  amount  is  stayed. 

(g)  Deduction  denied  in  case  mf  fraud,  etc. 
No  deficiency  dividend  deduction  shall  be 
allowed  under  subsection  (a)  if  the  determi¬ 
nation  contains  a  finding  that  any  part  of 
the  deficiency  is  due  to  fraud  with  intent  to 
evade  tax,  or  to  wilful  failure  to  file  an  in¬ 
come  tax  return  within  the  time  prescribed 
by  law  or  prescribed  by  the  Secretary  or  his 
SiClegate  in  pursuance  of  law. 

(h)  Effective  date.  Subsections  (a) 
through  (f),  inclusive,  shall  apply  only  with 
respect  to  determinations  made  more  than 
90  days  after  the  date  of  enactment  of  this 
title.  If  the  taxable  year  with  respect  to 
which  the  deficiency  is  asserted  began  before 
January  1,  1954,  the  term  "deficiency  divi¬ 
dend”  includes  only  amounts  which  would 
have  been  includible  in  the  computation 
imder  the  Internal  Revenue  Code  of  1939 
of  the  basic  surtax  credit  forrsuch  taxable 
year.  Subsection  (g)  shall  apply  only  if 
the  taxable  year  with  respect  to  which  the 
deficiency  is  asserted  begins  after  December 
31,  1953. 

§  1.547-1  General  rule.  Section  547 
provides  a  method  under  which,  by  vir¬ 
tue  of  dividend  distributions,  a  corpo¬ 
ration  may  be  relieved  from  the  payment 
of  a  deficiency  in  the  personal  holding 
company  tax  imposed  by  section  541  (or 
by  a  corresponding  provision  of  a  prior 
income  tax  law),  or  may  be  entitled  to 
a  credi''/  or  refund  of  a  part  or  all  of  any 
such  deficiency  w'hich  has  been  paid. 
The  method  provided  by  section  547  is 
to  allow  an  additional  deduction  for  a 


dividend  distribution  (which  meets  the 
requirements  of  this  section)  in  comput¬ 
ing  undistributed  personal  holding  com¬ 
pany  income  for  the  taxable  year  for 
which  a  deficiency  in  personal  holding 
company  tax  is  determined.  The  addi¬ 
tional  deduction  for  deficiency  dividends 
will  not,  however,  be  allowed  for  the  pur¬ 
pose  of  determining  interest,  additional 
amounts,  or  assessable  penalties,  com¬ 
puted  with  respect  to  the  personal  hold¬ 
ing  company  tax  prior  to  the  allowance 
of  the  additional  deduction  for  deficiency 
dividends.  Such  amounts  remain  pay¬ 
able  as  if  section  547  had  not  been 
enacted. 

§  1.547-2  Requirements  for  deficiency 
dividends — (a)  In  general.  There  are 
certain  requirements  which  must  be  ful¬ 
filled  before  a  deduction  is  allowed  for 
a  deficiency  dividend  imder  section  547 
and  this  section.  These  are — 

(1)  The  taxpayer’s  liability  for  per¬ 
sonal  holding  company  tax  shall  be  de¬ 
termined  only  in  the  manner  provided 
in  section  547  (c)  and  paragraph  (b)'  (1) 
of  this  section. 

(2)  The  deficiency  dividend  shall  be 
paid  by  the  corporation  on,  or  within 
90  days  ajter,  the  date  of  such  deter¬ 
mination  and  prior  to  the  filing  of  a 
claim  under  section  547  (e)  and  para¬ 
graph  (b)  (2)  of  this  section  for  deduc¬ 
tion  for  deficiency  dividends.  This  claim 
must  be  filed  within  120  days  after  such 
determination. 

(3)  The  deficiency  dividend  must  be 
of  such  a  nature  as  would  have  per¬ 
mitted  its  inclusion  in  the  computation 
of  a  deduction  tor  dividends  paid  under 
section  561  for  the  taxable  year  with 
respect  to  which  the  liability  for  per¬ 
sonal  holding  company  tax  exists,  if  it 
had  been  distributed  during  such  year. 
See  section  562  and  §§  1.562-1 — 1.562-3. 
In  this  connection,  it  should  be  noted 
that  imder  section  316  (b)  (2) ,  the  term 
“dividend”  means  (in  addition  to  the 
usual  meaning  under  section  316  (a)) 
any  distribution  of  property  (whether 
or  not  a  dividend  as  defined  in  section 
316  (a))  made  by  a  corporation  to  its 
shareholders,  to  the  extent  of  its  undis¬ 
tributed  personal  holding  company  in¬ 
come  (determined  under  section  545  and 
§§  1.545-1  and  1.545-2  without  regard  to 
section  316  (b)  (2))  for  the  taxable 
year  in  respect  of  which  the  dis'tribution 
is  made. 

(b)  Special  rules — (1)  nature  and  de¬ 
tails  of  determination,  (i)  A  determina¬ 
tion  of  a  taxpayer’s  liability  for  personal 
holding  company  tax  shall,  for  the  pur¬ 
poses  of  section  547,  be  established  in  the 
manner  specified  in  section  547  (c)  and 
this  subparagraph. 

(ii)  The  date  of  determination  by  a 
decision  of  the  Tax  Court  of  the  United 
States  is  the  date  upon  which  such  de¬ 
cision  becomes  final,  as  prescribed  in 
section  7481. 

(iii)  The  date  upon  which  a  judgment 
of  a  court  becomes  final,  which  is  the  date 
of  the  determination  in  such  cases,  must 
be  determined  upon  the  basis  of  the  facts 
in  the  particular  case.  Ordinarily,  a 
Judgment  of  a  United  States  district 
court  becomes  final  upon  the  expiration 
of  the  time  allowed  for  taking  an  appeal, 
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if  no  such  appeal  Is  duly  taken  within 
such  time ;  and  a  judgment  of  the  United 
States  Court  of  Claims  becomes  final 
upon  the  expiration  of  the  time  allowed 
for  filing  a  petition  for  certiorari  if  no 
such  petition  is  duly  filed  within  such 
time. 

(iv)  The  date  of  determination  by  a 
closing  agreement,  made  under  section 
7121,  is  the  date  such  agreement  is  ap¬ 
proved  by  the  Commissioner. 

(V)  A  determination  under  section  547 
(c)  (3)  may  be  made  by  an  agreement 
signed  by  the  district  director  or  such 
other  oABcial  to  whom  authority  to  sign 
the  agreement  is  delegated,  and  by  or  on 
behalf  of  the  taxpayer.  The  agreement 
shall  set  forth  the  total  amount  of  the 
liability  for  personal  holding  company 
tax  for  the  taxable  year  or  years.  The 
date  of  the  determination  is  the  date  such 
agreement  is  signed  by  the  district  direc¬ 
tor  or  such  other  official  to  whom  author¬ 
ity  to  sign  the  agreement  is  delegated. 

(2)  Claim  for  deduction — (i)  Contents 
of  claim,  A  claim  for  deduction  for  a 
deficiency  dividend  shall  be  made  in 
duplicate,  with  the  requisite  declaration, 
on  Form  976  and  shall  contain  the  fol¬ 
lowing  information: 

(a )  The  name  and  address  of  the  cor¬ 
poration  ; 

(b)  The  place  and  date  of  incorpora¬ 
tion; 

(c)  The  amount  of  the  deficiency 
determined  with  respect  to  the  tax  im¬ 
posed  by  section  541  (or  a  corresponding 
provision  of  a  prior  income  tax  law)  and 
the  taxable  year  or  years  involved;  the 
amount  of  the  unpaid  deficiency  or,  if 
the  deficiency  has  been  paid  in  whole  or 
in  part,  the  date  of  payment  and  the 
amount  thereof;  a  statement  as  to  how 
the  deficiency  was  established,  if  unpaid ; 
or  if  paid  in  whole  or  in  part,  how  it  was 
established  that  any  portion  of  the 
amount  paid  was  a  deficiency  at  the  time 
when  paid  and,  in  either  case  whether  it 
was  by  an  agreement  under  section  547 
(c)  (3),  by  a  closing  agreement  imder 
section  7121,  or  by  a  decision  of  the  Tax 
Court  or  court  judgment  and  the  date 
thereof;  if  established  by  a  final  judg¬ 
ment  in  a  suit  against  the  United  State? 
for  refund,  the  date  of  payment  of  the 
deficiency,  the  date  the  claim  for  refund 
was  filed,  and  the  date  the  suit  was 
brought;  if  established  by  a  Tax  Court 
decision  or  court  judgment,  a  copy  there¬ 
of  shall  be  attached,  together  with  an  ex¬ 
planation  of  how  the  decision  became 
final;  if  established  by  an  agreement 
under  section  547  (c)  (3),  a  copy  of  such 
agreement  shall  be  attached; 

id)  The  amount  and  date  of  payment 
of  the  dividend  with  respect  to  which 
the  claim  for  the  deduction  for  deficiency 
dividends  is  filed ; 

(e)  A  statement  setting  forth  the 
various  classes  of  stock  outstanding,  the 
name  and  address  of  each  shareholder, 
the  class  and  number  of  shares  held  by 
each  on  the  date  of  payment  of  the 
dividend  with  respect  to  which  the  claim 
is  filed,  and  the  amount  of  such  dividend 
paid  to  each  shareholder; 

(/)  The  amount  claimed  as  a  deduc¬ 
tion  for  deficiency  dividends;  and 

(a)  Such  other  information  as  may  be 
required  by  the  claim  form. 


(ii)  Filing  of  claim  and  corporate 
resolution.  The  claim  in  duplicate  to¬ 
gether  with  a  certified  copy  of  the  resolu¬ 
tion  of  the  board  of  directors  or  other 
authority,  authorizing  the  payment  of 
the  dividend  with  respect  to  which  the 
claim  is  filed,  shall  be  filed  with  the  dis¬ 
trict  director  of  internal  revenue  for  the 
district  in  which  the  return  is  filed. 

(iii)  Carryover  of  deficiency  divi- 
dends  paid  by  acquiring  corporation.  In 
the  case  of  the  acquisition  of  assets  of  a 
corporation  by  another  corporation  in  a 
distribution  or  transfer  described  in  sec¬ 
tion  381  (a) ,  the  distributor  or  transferor 
corporation  shall  be  entitled  to  a  deduc¬ 
tion  for  any  deficiency  dividends  (as 
defined  in  section  547  (d) )  paid  by  the 
acquiring  corporation  with  respect  to 
such  distributor  or  transferor  corpora¬ 
tion.  See  section  381  (c)  (17). 

§  1.547-3  Claim  for  credit  or  refund. 

(a)  If  a  deficiency  in  personal  holding 
company  tax  is  asserted  for  any  taxable 
year,  and  the  corporation  has  paid  any 
portion  of  such  assirted  deficiency,  it  is 
entitled  to  a  credit  or  refund  of  such 
payment  to  the  extent  that  such  pay¬ 
ment  constitutes  an  overpayment  as  the 
result  of  a  deduction  for  a  deficiency 
dividend  as  provided  in  section  547  and 
§§  1.547-1—1.547-7.  It  should  be  noted 
that  a  “determination”  under  section  547 
(c)  and  §  1.547-2  (b)  (1),  of  taxpayer’s 
liability  for  personal  holding  company 
tax  may  take  place  subsequent  to  the 
time  the  deficiency  was  paid.  To  secure 
credit  or  refund  of  such  overpayment, 
the  taxpayer  must  file  a  claim  on  Form 
843  in  addition  to  the  claim  for  the  de¬ 
duction  for  deficiency  dividends  required 
under  section  547  (e)  and  §  1.547-2  (b) 
(2). 

(b)  No  interest  shall  be  allowed  on 
such  credit  or  refund. 

(c)  Such  credit  or  refund  will  be  al¬ 
lowed  as  if,  on  the  date  of  the  determina¬ 
tion  under  section  547  (c)  and  §  1.547-2 

(b)  (1),  two  years  remained  before  the 
expiration  of  the  period  of  limitation  on 
the  filing  of  claim  for  refund  for  the 
taxable  year  to  which  the  overpayment 
relates. 

§  1.547-4  Effect  on  dividends  paid  de¬ 
duction.  The  deficiency  dividends  de¬ 
duction  shall  be  allowed  as  of  the  date 
the  claim  is  filed.  No  duplication  of 
deductions  with  respect  to  any  deficiency 
dividends  is  permitted.  If  a  corporation 
claims  and  receives  the  benefit  of  the 
provisions  of  section  547  (or  the  cor¬ 
responding  section  506  of  the  Internal 
Revenue  Code  of  1939,  or  section  407  of 
the  Revenue  Act  of  1938),  based  upon  a 
distribution  of  deficiency  dividends,  that 
distribution  does  not  become  a  part  of 
the  dividends  paid  deduction  under  sec¬ 
tion  561.  Likewise,  it  will  not  be  made 
the  basis  of  a  dividends  paid  deduction 
under  section  561  by  reason  df  the  ap¬ 
plication  of  section  563  (b),  relating  to 
dividends  paid  after  the  close  of  the  tax¬ 
able  year  on  or  before  the  15th  day  of  the 
third  month  following  the  close  of  such 
taxable  year. 

§  1.547-5  Deduction  denied  in  case  of 
fraud  or  wilful  failure  to  file  timely  re¬ 
turn.  No  deduction  for  deficiency  divi¬ 
dends  shall  be  allowed  under  section  547 


(a)  if  the  determination  contains  a  find¬ 
ing  that  any  part  of  the  deficiency  is  due 
to  fraud  with  intent  to  evade  tax,  or  to 
wilful  failure  to  file  an  income  tax  return 
within  the  time  prescribed  by  law  or 
prescribed  by  the  Secretary  or  his  dele¬ 
gate  in  pursuance  of  law.  See  §  1.547-7 
for  effective  date. 

§  1.547-6  Suspension  of  statute  of 
limitations  aUd  stay  of  collection — (a) 
Statute  of  limitations.  If  the  corpora¬ 
tion  files  a  claim  for  a  deduction  for  de¬ 
ficiency  dividends  under  section  547  (e) 
and  §  1.547-2  (b)  (2) ,  the  running  of  the 
statute  of  limitations  upon  assessment, 
distraint,  and  collection  in  court  in  re¬ 
spect  of  the  deficiency,  and  all  interest, 
additional  amounts,  or  assessable  penal¬ 
ties,  shall  be  suspended  for  a  period  of 
two  years  after  the  date  of  the  determi¬ 
nation  under  section  547  (c)  and 

§  1.547-2  (b)  (1). 

(b)  Stay  of  collection.  If  a  deficiency 
in  personal  holding  company  tax  is  es¬ 
tablished  by  a  determination  under  sec¬ 
tion  547  (c)  and  §  1.547-2  (b)  (1),  col¬ 
lection  by  distraint  or  court  proceeding 
(except  in  case  of  jeopardy),  of  the  de¬ 
ficiency  and  all  interest,  additional 
amounts,  and  assessable  penalties,  shall 
bi  stayed  for  a  period  of  120  days  after 
the  date  of  such  determination,  and,  to 
the  extent  any  part  of  such  deficiency 
remains  after  deduction  for  deficiency 
dividends,  for  an  additional  period  un¬ 
til  the  date  the  claim  is  disallowed.  Af¬ 
ter  such  claim  is  allowed  or  rejected, 
either  in  whole  or  in  part,  the  amount 
of  the  deficiency  which  was  not  elimi¬ 
nated  by  the  application  of  section  547, 
together  with  interest,  additional 
amounts  and  assessable  penalties,  will 
be  assessed  and  collected  in  the  usual 
manner. 

§  1.547-7  Effective  date.  The  deduc¬ 
tion  for  deficiency  dividends,  in  comput¬ 
ing  personal  holding  company  tax  for 
any  taxable  year,  is  allowable  only  with 
respect  to  determinations  under  section 
547  (c)  made  after  November  14,  1954 
(the  date  falling  90  days  after  the  date 
of  enactment  of  the  Internal  Revenue 
Code  of  1954).  If  the  taxable  year  with 
respect  to  which  the  deficiency  is  asserted 
began  before  January  1,  1954,  the  defi¬ 
ciency  dividends  deduction  shall  include 
only  the  amounts  which  would  have  been 
Includible  in  the  computation  of  the 
basic  surtax  credit  for  such  taxable  year 
under  the  Internal  Revenue  Code  of  1939. 
Section  547  (g),  relating  to  the  denial  of 
a  deficiency  dividends  deduction  if  the 
determination  contains  a  finding  that 
any  part  of  the  deficiency  is  due  to  fraud, 
etc.,  shall  apply  only  if  the  taxable  year 
with  respect  to  which  the  deficiency  is 
asserted  begins  after  December  31,  1953. 

FOREIGN  PERSONAL  HOLDING  COMPANIES 

§  1.551  Statutory  provisions;  foreign 
personal  holding  company  income  taxed 
to  United  States  shareholders. 

Sec.  651.  Foreign  personal  holding  company 
income  taxed  to  United  States  shareholders — 
(a)  General  rule.  The  undistributed  foreign 
personal  holding  company  income  of  a  for¬ 
eign  personal  holding  company  shall  be  in¬ 
cluded  in  the  gross  income  of  the  citizens  or 
residents  of  the  United  States,  domestic 
corporations,  domestic  partnerships,  and  es- 
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tates  or  trusts  (other  than  estates  or  trusts 
the  gross  income  of  which  under  this  sub¬ 
title  includes  only  Income  from  sources  with¬ 
in  the  United  States),  who  are  shareholders 
in  such  foreign  personal  holding  company 
(hereinafter  called  "United  States  share¬ 
holders”)  in  the  manner  and  to  the  extent 
set  forth  in  this  part. 

(b)  Amount  included,  in  gross  income. 
Each  United  States  shareholder,  who  was  a 
shareholder  on  the  day  in  the  taxable  year 
of  the  company  which  was  the  last  day  on 
which  a  United  States  group  (as  defined  in 
section  552  (a)  (2) )  existed  with  respect  to 
the  company,  shall  Include  in  his  gross  in¬ 
come,  as  a  dividend,  for  the  taxable  year  in 
which  or  with  which  the  taxable  year  of  the 
company  ends,  the  amount  he  would  have 
received  as  a  dividend  if  on  such  last  day 
there  had  been  distributed  by  the  company, 
and  received  by  the  shareholders,  an  amount 
which  bears  the  same  ratio  to  the  undis¬ 
tributed  foreign  personal  holding  company 
income  of  the  company  for  the  taxable  year 
as  the  portion  of  such  taxable  year  up  to 
and  Including  such  last  day  bears  to  the 
entire  taxable  year, 

(c)  Deduction  for  obligations  of  United 
States  and  its  instrumentalities.  Each  United 
States  shareholder  shall  take  into  account  in 
determining  his  income  tax  his  proportionate 
share  of  partially  tax-exempt  interest  on  ob¬ 
ligations  described  in  section  35  or  242  which 
is  included  in  the  gross  income  of  the  com¬ 
pany  otherwise  than  by  the  application  of 
the  provisions  of  section  555  (b)  (relating 
to  the  Inclusion  in  the  gross  Income  of  a 
foreign  personal  holding  company  of  its  dis¬ 
tributive  share  of  the  undistributed  foreign 
personal  holding  company  income  of  another 
foreign  personal  holding  company  in  which 
it  is  a  shareholder).  If  the  foreign  personal 
holding  company  elects  under  section  171  to 
amortize  the  premiums  on  such  obligations, 
for  purposes  of  the  preceding  sentence  each 
United  States  shareholder’s  proportionate 
share  of  such  interest  received  by  the  foreign 
personal  holding  company  shall  be  his  pro¬ 
portionate  share  of  such  interest  (deter¬ 
mined  without  regard  to  this  sentence)  re¬ 
duced  by  so  much  of  the  deduction  under 
section  171  as  is  attributable  to  such  share. 

(d)  Information  in  return.  Every  United 
States  shareholder  who  is  required  under 
subsection  (b)  to  include  in  his  gross  income 
any  amount  with  respect  to  the  undistrib¬ 
uted  foreign  personal  holding  company  in¬ 
come  of  a  foreign  personal  holding  company 
and  who,  on  the  last  day  on  which  a  United 
States  group  existed  with  respect  to  the  com¬ 
pany,  owned  5  percent  or  more  In  value  of 
the  outstanding  stock  of  such  company,  shall 
set  forth  in  his  return  in  complete  detail 
the  gross  Income,  deductions  and  credits, 
taxable  income,  foreign  personal  holding 
company,  and  undistributed  foreign  personal 
holding  company  Income  of  such  company. 

(e)  Effect  on  capital  account  of  foreign 
personal  holding  company.  An  amount 
which  bears  the  same  ratio  to  the  undis¬ 
tributed  foreign  personal  holding  company 
Income  of  the  foreign  personal  holding  com¬ 
pany  for  its  taxable  year  as  the  portion  of 
such  taxable  year  up  to  and  Including  the 
last  day  on  which  a  United  States  group 
existed  with  respect  to  the  company  bears 
to  the  entire  taxable  year,  shall,  for  the  pur¬ 
pose  of  determining  the  effect  of  distribu¬ 
tions  in  subsequent  taxable  years  by  the 
corporation,  be  considered  as  paid-in  surplus 
or  as  a  contribution  to  capital,  and  the  ac¬ 
cumulated  earnings  and  profits  as  of  the  close 
of  the  taxable  year  shall  be  correspondingly 
reduced,  if  such  amount  or  any  i>ortlon 
thereof  is  required  to  be  included  as  a 
dividend,  directly  or  indirectly,  in  the  gross 
Income  of  United  States  shareholders. 

(f)  Basis  of  stock  in  hands  of  sharehold^ 
ers.  The  amount  required  to  be  Included  in 
the  gross  income  of  a  United  States  share¬ 
holder  under  subsection  (b)  shall,  for  the 


purpose  of  adjusting  the  basis  of  his  stock 
with  respect  to  which  the  distribution  would 
have  been  made  (if  it  had  been  made),  be 
treated  as  having  been  reinvested  by  the 
shareholder  as  a  contribution  to  the  capital 
of  the  corporation;  but  only  to  the  extent 
to  which  such  amount  is  Included  in  his 
gross  income  in  his  return,  increased  or  de¬ 
creased  by  any  adjustment  of  such  amount 
in  the  last  determination  of  the  sharehold¬ 
er’s  tax  liability,  made  before  the  expiration 
of  6  years  after  the  date  prescribed  by  law 
for  filing  the  return. 

(g)  Cross  references.  (1)  For  basis  of 
stock  or  securities  in  a  foreign  personal  hold¬ 
ing  company  acquired  from  a  decedent,  see 
section  1014  (b)  (5), 

(2)  For  period  of  limitation  on  assessment 
and  collection  without  assessment,  in  case 
of  failure  to  include  in  gross  income  the 
amount  properly  Includible  therein  under 
subsection  (b),  see  section  6501. 

(3)  For  treatment  of  gain  on  liquidation 
of  certain  foreign  personal  holding  com¬ 
panies,  see  section  342. 

§  1,551-1  General  rule.  Part  III  of 
subchapter  G  of  chapter  1  of  the  Internal 
Revenue  Code  of  195^  (sections  551-557) 
does  not  impose  a  tax  on  foreign  personal 
holding  companies.  The  undistributed 
foreign  personal  holding  company  in¬ 
come  of  such  companies,  however,  must 
be  included  in  the  manner  and  to  the 
extent  set  forth  in  section  551,  in  the 
gross  income  of  their  “United  States 
shareholders,”  that  is,  the  shareholders 
who  are  individual  citizens  or  residents 
of  the  United  States,  domestic  corpora¬ 
tions,  domestic  partnerships,  and  estates 
or  trusts  other  than  estates  or  trusts  the 
gross  income  of  which  under  subtitle  A 
includes  only  income  from  sources  within 
the  United  States. 

§  1.551-2  Amount  included  in  gross 
income,  (a)  The  undistributed  foreign 
personal  holding  company  income  is  in¬ 
cluded  only  in  the  gross  income  of  the 
United  States  shareholders  who  were 
shareholders  in  the  company  on  the  last 
day  of  its  taxable  year  on  which  a  United 
States  group  (as  defined  in  section  552 

(a)  (2))  existed  with  respect  to  the 
company.  Such  United  States  share¬ 
holders,  accordingly,  are  determined  by 
the  stock  holdings  as  of  such  specified 
time.  This  rule  applies  to  every  United 
States  shareholder  who  was  a  share¬ 
holder  in  the  company  at  the  specified 
time  regardless  of  whether  the  United 
States  shareholder  is  included  within  the 
United  States  group.  For  example,  a 
domestic  corporation  which  is  a  United 
States  shareholder  at  the  specified  time 
must  return  its  distributive  share  in  the 
undistributed  foreign  personal  holding 
company  income  even  though  the  domes¬ 
tic  corporation  cannot  be  included  within 
the  United  States  group  since,  under 
section  554,  the  stock  it  owns  in  the  for¬ 
eign  corporation  is  considered  as  being 
owned  proportionately  by  its  sharehold¬ 
ers  for  the  purpose  of  determining 
w’hether  the  foreign  corporation  is  a 
foreign  personal  holding  company. 

(b)  The  United  States  shareholders 
must  include  in  their  gross  income  their 
distributive  shares  of  that  proportion  of 
the  undistributed  foreign  personal  hold¬ 
ing  company  income  for  the  taxable  year 
of  the  company  which  is  equal  in  ratio 
to  that  which  the  portion  of  the  taxable 
year  up  to  and  including  the  last  day 


on  which  the  United  States  group  with 
respect  to  the  company  existed  bears  to 
the  entire  taxable  year.  Thus,  if  the 
last  day  in  the  taxable  year  on  which  the 
required  United  States  group  existed  was 
also  the  end  of  the  taxable  year,  the  por¬ 
tion  of  the  taxable  year  up  to  and  in¬ 
cluding  such  last  day  would  be  equal  to 
100  percent  and,  in  such  case,  the  United 
States  shareholders  would  be  required  to 
return  their  distributive  shares  in  the 
entire  undistributed  foreign  personal 
holding  company  income.  But  if  the  last 
day  on  which  the  required  United  States 
group  existed  was  September  3Q,  and  the 
taxable  year  was  a  calendar  year,  the 
portion  of  the  taxable  year  up  to  and 
including  such  last  day  would  be  equal 
to  nine-twelfths  and,  in  that  case,  the 
United  States  shareholders  would  be  re¬ 
quired  to  return  their  distributive  shares 
in  only  nine-twelfths  of  the  undistrib¬ 
uted  foreign  personal  holding  company 
income. 

(c)  The  amount  which  each  United 
States  shareholder  must  return  is  that 
amount  w’hich  he  would  have  received 
as  a  dividend  if  the  above-specified  por¬ 
tion  of  the  undistributed  foreign  per¬ 
sonal  holding  company  income  had  in 
fact  been  distributed  by  the  foreign  per¬ 
sonal  holding  company  as  a  dividend  on 
the  last  day  of  its  taxable  year  on  which 
the  required  United  States  group  ex¬ 
isted.  Such  amount  is  determined,  there¬ 
fore,  by  the  interest  of  the  United  States 
shareholder  in  the  foreign  personal  hold¬ 
ing  company,  that  is,  by  the  number  of 
shares  of  stock  owned  by  the  United 
States  shareholder  and  the  relative 
rights  of  his  class  of  stock,  if  there  are 
several  classes  of  stock  outstanding. 
Thus,  if  a  foreign  personal  holding  com-’ 
pany  has  both  common  and  preferred 
stock  outstanding  and  the  preferred 
shareholders  are  entitled  to  a  specified 
dividend  before  any  distribution  may  be 
made  to  the  common  shareholders,  then 
the  assumed  distribution  of  the  stated 
portion  of  the  undistributed  foreign  per¬ 
sonal  holding  company  income  must  first 
be  treated  as  a  payment  bf  the  specified 
dividend  on  the  preferred  stock  before 
any  part  may  be  allocated  as  a  dividend 
on  the  common  stock. 

(d)  The  assumed  distribution  of  the 
required  portion  of  the  undistributed 
foreign  personal  holdng  company  income 
must  be  returned  as  dividend  income  by 
the  United  States  shareholders  for  their 
respective  taxable  years  in  which  or  with 
which  the  taxable  year  of  the  foreign 
personal  holding  company  ends.  For 
example,  if  the  M  Corporation,  whose 
taxable  year  is  the  calendar  year,  is  a 
foreign  personal  holding  company  for 
1954  and  if  A,  one  of  its  United  States 
shareholders,  makes  returns  on  a  calen¬ 
dar  year  basis,  while  B,  another  United 
States  shareholder,  makes  returns  on  the 
basis  of  a  fiscal  year  ending  November 
30,  A  must  return  his  assumed  dividend 
as  income  for  the  taxable  year  1954  and 
B  must  return  his  distributive  share  'as 
income  for  the  fiscal  year  ending  Novem¬ 
ber  30,  1955.  In  applying  this  rule,  the 
date  as  of  which  the  United  States  group  - 
last  existed  with  respect  to  the  company 
is  immaterial.  Thus,  in  the  foregoing 
example,  if  September  30,  1954,  was  the 
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last  day  on  which  the  United  States 
group  with  respect  to  the  M  Corporation 
existed,  B  would  still  be  required  to  re¬ 
turn  his  assumed  dividend  as  income  for 
the  fiscal  year  ending  November  30, 1955, 
even  though  September  30, 1954,  the  date 
as  of  which  the  distribution  is  assumed 
to  have  been  made,  does  not  fall  within 
such  fiscal  year. 

(e)  For  the  treatment  of  gain  on  the 
sale  of  certain  stock,  see  section  306  (f) 
and  §  1.306-3  (h) . 

§  1.551-3  Deduction  for  obligations  of 
the  United  States  and  its  instrumentali¬ 
ties.  (a)  Each  United  States  share¬ 
holder  required  to  return  his  distributive 
share  of  undistributed  foreign  personal 
holding  company  income  for  any  taxable 
year  shall  take  into  account  in  comput¬ 
ing  the  credit  against  tax  under  section 
35,  or  the  deduction  under  section  242, 
whichever  is  allowable  to  such  share¬ 
holder,  his  proportionate  share  of  what¬ 
ever  interest  on  obligations  of  the  United 
States  or  its  instrumentalities  (as  speci¬ 
fied  in  sections  35  or  242,  as  the  case  may 
be)  may  be  included  in  the  gross  income 
of  the  company  for  such  taxable  year, 
with  the  exception  of  any  such  interest 
as  may  be  so  included  by  reason  of  the 
application  of  the  provisions  of  section 
555.  For  reduction  of  credit  for  such 
interest  on  account  of  amortizable  bond 
premium,  see  section  171  and  the  regula¬ 
tions  thereunder. 

(b)  The  rule  set  forth  in  paragraph 
(a)  of  this  section  may  be  illustrated  by 
the  following  example: 

Example.  The  M  Corporation  is  a  foreign 
personal  holding  company  which  owns  all 
the  stock  of  the  N  Corf>oratlon,  another  for¬ 
eign  personal  holding  company.  Both  com¬ 
panies  receive  Interest  on  obligations  of  the 
United  States  or  Its  Instrumentalities  as 
specified  In  section  35.  In  determining  the 
amount  of  the  credit  allowable  under  sec¬ 
tion  35  (If  the  shareholder  Is  an  Individual) 
or  the  deduction  allowable  under  section  242 
(If  the  shareholder  Is  a  corporation),  the 
United  States  shareholder  of  the  M  Corpora¬ 
tion  would  be  entitled  to  a  credit  or  a  de¬ 
duction,  as  the  case  may  be,  only  for  his 
proportionate  share  of  the  Interest  received 
by  that  Company  and  not  for  any  part  of 
the  Interest  received  by  the  N  Corporation, 
regardless  of  whether  the  Interest  received 
by  the  N  Corporation  Is  Included  In  the  gross 
Income  of  the  M  Corporation  as  an  actual 
dividend  or  as  a  constructive  dividend  under 
section  555. 

§  1.551-4  Information  in  return.  The 
information  required  by  section  551  (d) 
in  the  returns  of  certain  United  States 
shareholders  relates  only  to  the  taxable 
year  of  a  foreign  personal  holding  com¬ 
pany  for  which  any  part  of  such  corpo¬ 
ration’s  undistributed  foreign  personal 
holding  company  income  must  be  in¬ 
cluded  in  gross  income  by  the  United 
States  shareholder  of  whom  the  informa¬ 
tion  is  required.  The  information  shall 
be  submitted  as  a  part  of  the  income  tax 
return  in  the  form  of  a  statement  at¬ 
tached  to  the  return. 

§  1.551-5  Effect  on  capital  account  of 
foreign  personal  holding  company  and 
basis  of  stock  in  hands  of  shareholders. 
(a)  Sections  551  (e)  and  551  (f)  are 
.designed  to  prevent  double  taxation  with 
respect  to  the  undistributed  foreign  per¬ 
sonal  holding  company  income. 


(b)  The  application  of  sections  551  (e) 
and  551  (f)  may  be  illustrated  by  the 
following  examples : 

Example  (1).  The  M  Corporation  Is  a 
foreign  personal  holding  company.  Seventy- 
five  percent  In  value  of  Its  capital  stock  Is 
owned  by  A,  a  citizen  of  the  United  States, 
and  the  remainder,  or  25  percent,  of  Its  stock 
is  owned  by  B,  a  nonresident  alien  Individ¬ 
ual.  For  the  calendar  year  1954  the  M  Cor¬ 
poration  has  an  undistributed  foreign  per¬ 
sonal  holding  company  Income  of  $100,000. 
A  Is  required  to  Include  $75,000  of  such  In¬ 
come  in  gross  Income. as  a  dividend  in  his 
return  for  the  calendar  year  1954,  The 
$100,000  Is  treated  as  paid-in  surplus  or  as 
a  contribution  to  the  capital  of  the  M  Cor¬ 
poration  and  its  acciunulated  earnings  and 
profits  as  of  the  close  of  the  calendar  year 
1954  are  correspondingly  reduced.  If  after 
treating  such  $100,000  as  paid-in  surplus  or 
as  a  contribution  to  capital,  the  M  Corpora¬ 
tion  has  no  accumulated  earnings  and  prof¬ 
its  at  the  close  of  1954,  and  if  for  the  calen¬ 
dar  year  1955,  the  M  Corporation  had  no 
earnings  and  profits,  but  distributed  $40,000, 
the  amount  so  distributed  would  be  a  non- 
taxable  distribution  and  would  not  be  in¬ 
cluded  in  the  gross  Income  of  either  A  or  B 
for  the  calendar  year  1955.  If,  however,  after 
treating  the  $100,000  as  paid-in  surplus  or 
as  a  contribution  to  capital,  the  M  Corpora¬ 
tion  had  accumulated  earnings  and  profits 
of  $100,000  at  the  close  of’  1954,  the  facts 
otherwise  being  the  same,  the  distributions 
in  1955  would  be  taxable  to  A  as  a  dividend, 
and  the  taxability  of  such  distributions  to 
B  would  depend  upon  the  application  of 
section  861  (a)  (2) ,  relating  to  the  treatment 
of  dividends  from  a  foreign  corporation  as 
income  from  sources  within  or  without  the 
United  States. 

Example  (2).  In  example  (1)  assume  the 
basis  of  A’s  stock  to  be  $300,000.  If  A  in¬ 
cludes  in  gross  income  in  his  return  for  the 
calendar  year  1954,  $75,000  as  a  dividend 
from  the  M  Corporation,  the  basis  of  his 
stock  would  be  $375,0(X).  After  the  non- 
taxable  distribution  of  $30,000  to  A  by  the 
M  Corporation  in  1955  (75  percent  of  the 
$40,000  distribution)  the  basis  of  A’s  stock, 
assuming  no  other  changes,  would  be 
$345,000.  If  A  failed  to  Include  the  $75,000 
as  a  dividend  in  gross  income  in  his  return 
for  1954  and  his  failure  was  not  discovered 
until  after  the  6-year  period  of  limitations 
had  expired,  the  application  of  the  rule 
would  not  Increase  the  basis  of  A’s  stock. 
’The  subsequent  nontaxable  distribution  of 
$30,000  to  A  in  1955  would  reduce  his  basis 
of  $300,000  to  $270,000,  thus  tending  to 
compensate  for  his  failure  to  Include  the 
amount  of  $75,000  as  a  dividend  in  his  gross 
Income  for  1954.  If  the  undistributed  for¬ 
eign  personal  holding  company  income  of  the 
M  Corporation  is  readjusted  within  the 
statutory  period  of  limitations,  thus  increas¬ 
ing  or  decreasing  the  amount  A  would  have 
to  include  in  his  gross  Income,  proper  ad¬ 
justment  is  required  to  be  made  to  the  basis 
of  A’s  stock  on  account  of  such  readjustment. 

§  1.552  Statutory  provisions;  defini¬ 
tion  of  foreign  personal  holding 
company. 

^Ec.  552.  Definition  of  foreign  personal 
holding  company — (a)  General  rule.  For 
purposes  of  this  subtitle,  the  term  “foreign 
personal  holding  company’’  means  any  for¬ 
eign  corporation  if — 

(1)  Gross  income  requirement.  At  least 
60  percent  of  its  gross  income  (as  defined 
in  section  555  (a) )  for  the  taxable  year  is 
foreign  personal  holding  company  income  as 
defined  in  section  553;  but  if  the  corporation 
is  a  foreign  personal  holding  company  with 
respect  to  any  taxable  year  ending  after 
August  26,  1937,  then,  for  each  subsequent 
taxable  year,  the  minimum  percentage  shall 


be  50  percent  in  lieu  of  60  iiercent,  until  a 
taxable  year  during  the  whole  of  which  the 
stock  ownership  required  by  paragraph  (2) 
does  not  exist,  or  until  the  expiration  of 
three  consecutive  taxable  years  in  each  of 
which  less  than  50  percent  of  the  gross  in¬ 
come  is  foreign  personal  holding  company 
income.  For  purposes  of  this  paragraph, 
there  shall  be  Included  in  the  gross  income 
the  amount  includible  therein  as  a  dividend 
by  reason  of  the  application  of  section  555 
(c)  (2);  and 

(2)  Stock  ownership  requirement.  At  any 
time  during  the  taxable  year  more  than  50 
percent  in  value  of  its  outstanding  stock  is 
owned,  directly  or  indirectly,  by  or  for  not 
more  than  five  individuals  who  are  citizens 
or  residents  of  the  United  States,  hereinafter 
called  “United  States  group’’. 

(b)  Exceptions.  The  term  "foreign  per¬ 
sonal  holding  company’’  does  not  include — 

(1)  A  corporation  exempt  from  tax  under 
BUbchapter  F  (sec.  501  and  following):  and 

(2)  A  corporation  organized  and  doing 
business  under  the  banking  and  credit  laws 
of  a  foreign  country  if  it  is  established 
(annually  or  at  other  periodic  Intervals)  to 
the  satisfaction  of  the  Secretary  or  his  dele¬ 
gate  that  such  corporation  is  not  formed  or 
availed  of  for  the  purpose  of  evading  or 
avoiding  United  States  income  taxes  which 
would  otherwise  be  imposed  upon  its  share¬ 
holders.  If  the  Secretary  or  his  delegate 
is  satisfied  that  such  corporation  is  not  so 
formed  or  availed  of,  he  shall  issue  to  such 
corporation  annually  or  at  other  periodic 
intervals  a  certification  that  the  corporation 
is  not  a  foreign  persopal  holding  company. 

Each  United  States  shareholder  of  a  for¬ 
eign  corporation  which  would,  except  for  the 
provisions  of  paragraph  (2),  be  a  foreign 
personal  holding  company,  shall  attach  to 
and  file  with  his  income  tax  return  for  the 
taxable  year  a  copy  of  the  certification  by 
the  Secretary  or  his  delegate  made  pursuant 
to  paragraph  (2).  Such  copy  shall  be  filed 
with  the  taxpayer’s  return  for  the  taxable 
year  if  he  has  been  a  shareholder  of  such 
corporation  for  any  part  of  such  year. 

§  1.552-1  Definition  of  foreign  per¬ 
sonal  holding  company,  (a)  A  foreign 
personal  holding  company  is  any  foreign 
corporation,  other  than  a  corporation 
exempt  from  taxation  under  subchapter 
P  (section  501  and  following)  and  other 
than  certain  banking  institutions  which 
satisfy  the  requirements  of  section  552 
(b)  (2)  and  §  1.552-4  (b)  which  for  the 
taxable  year  meets  (1)  the  gross  income 
requirement  specified  in  section  552 
(a)  (1) ;  and  (2)  the  stock  ownership 
requirement  specified  in  section  552  (a) 
(2).  Both  requirements  must  be  satis¬ 
fied  with  respect  to  each  taxable  year. 

(b)  A  foreign  corporation  which 
comes  within  the  classification) of  a  for¬ 
eign  personal  holding  company  is  not 
subject  to  taxation  either  under  section 
531  or  section  541.  See  sections  532  (b) 
(2)  and  542  (c)  (5).  The  fact  that  a 
foreign  corporation  is  a  foreign  personal 
holding  company  does  not  relieve  the 
corporation  from  liability  for  the  taxes 
imposed  generally  upon  foreign  corpora¬ 
tions,  such  as  the  taxes  imposed  by  sec¬ 
tions  881  and  882,  since  such  taxes  apply 
regardless  of  the  classification  of  the  for¬ 
eign  corporation  as  a  foreign  pelrsonal 
holding  company. 

§  1.552-2  Gross  income  requirement. 
(a)  To  meet  the  gross  income  require¬ 
ment,  it  is  necessary  that  either  of  the 
following  percentages  of  gross  income  of 
the  corporation  for  the  taxable  year  (in¬ 
cluding  the  additions  to  gross  income 
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provided  in  section  555  (b)  as  required 
by  section  555  (c)  (2))  be  foreign  per¬ 
sonal  holding  company  income  as  de¬ 
fined  in  section  553: 

(1)  60  percent  or  more;  or 

(2)  50  percent  or  more  if  the  foreign 
corporation  has  been  classified  as  a  for¬ 
eign  personal  holding  company  for  any 
taxable  year  ending  after  August  26, 1937, 
unless — 

(i)  A  taxable  year  has  intervened 
since  the  last  taxable  year  for  which  it 
w'as  so  classified,  during  no  part  of  which 
the  stock  ownership  requirement  speci¬ 
fied  in  section  552  (a)  (2)  exists;  or  ' 

(ii)  Three  consecutive  years  have  in¬ 
tervened  since  the  last  taxable  year  for 
which  it  was  so  classified,  during  each 
of  which  its  foreign  personal  holding 
company  income  was  less  than  50  percent 
of  its  gross  income. 

(b)  In  determining  whether  the  for¬ 
eign  personal  holding  company  income  is 
equal  to  the  required  percentage  of  the 
total  gross  income,  the  determination 
must  not  be  made  upon  the  basis  of  gross 
receipts,  since  gross  income  is  not  synon¬ 
ymous  with  gross  receipts.  For  meaning 
of  gross  income  in  this  part,  see  section 
555  and  §  1.555-1. 

§  1.552-3  Stock  ownership  require¬ 
ment.  (a)  To  meet  the  stock  ownership 
requirement,  it  is  necessary  that  at  some¬ 
time  in  the  taxable  year  more  than  50 
percent  in  value  of  the  outstanding  stock 
of  the  foreign  corporation  be  owned,  di¬ 
rectly  or  indirectly,  by  or  for  not  more 
than  five  individuals  who  are  citizens  or 
residents  of  the  United  States,  herein 
referred  to  as  “United  States  group.” 
For  the  purpose  of  the  requirement  un¬ 
der  section  552  (a)  (2),  section  554  pro¬ 
vides  that  the  ownership  of  the  stock 
must  be  determined  under  the  rules  pre¬ 
scribed  by  section  544  (relating  to  rules 
for  determining  stock  ownership  in  the 
case  of  personal  holding  companies  gen¬ 
erally).  Accordingly,  section  544  and 
§§  1.544-1 — 1.544-7  are  applicable  for 
purposes  of  section  552  (a)  (2)  and  this 
section  as  if  each  reference  in  section 
544  and  §§  1.544-1 — 1.544-7  to  a  personal 
holding  company  or  to  part  II  (sections 
541-547)  of  subchapter  G  of  the  1954 
Code  was  a  reference  to  a  foreign  per¬ 
sonal  holding  company  or  to  part  III 
(sections  551-557)  of  subchapter  G  of 
the  1954  Code,  as  the  case  may  be. 

(b)  It  is  necessary  to  consider  any 
change  in  the  stock  outstanding  during 
the  taxable  year,  whether  in  the  num¬ 
ber  of  shares  or  classes  of  stock,  or  in 
the  ownership  thereof,  since  a  corpora¬ 
tion  comes  within  the  classification  if 
the  statutory  conditions  with  respect  to 
stock  ownership  are  present  at  any  time 
during  the  taxable  year. 

(c)  In  determining  whether  the  sta¬ 
tutory  conditions  with  respect  to  stock 
ownership  are  present  at  any  time  dur¬ 
ing  the  taxable  year,  the  phrase  “in 
value”  shall,  in  the  light  of  all  the  cir¬ 
cumstances,  be  deemed  the  value  of  the 
corporate  stock  outstanding  at  such 
time  (not  including  treasury  stock). 
This  value  may  be  determined  upon  the 
basis  of  the  company’s  net  worth,  earn¬ 
ing  and  dividend  paying  capacity,  appre¬ 
ciation  of  assets,  together  with  such 
other  factors  as  have  a  bearing  upon 


the  value  of  the  stock.  If  the  value  of 
the  stock  which  is  used  is  greatly  at 
variance  with  that  reflected  by  the  cor¬ 
porate  books,  the  evidence  of  such 
value  should  be  filed  with  the  return. 
In  any  case  where  there  are  two  or  more 
classes  of  stock  outstanding,  the  total 
value  of  all  the  stock  should  be  allocated 
among  the  different  classes  according  to 
the  relative  value  of  each  class  therein. 

§  1.552-4  Certain  excluded  hanks. 
(a)  A  corporation  is  excluded  from  the 
definition  of  “foreign  personal  holding 
company”  if  it  is  organized  and  doing 
business  under  the  banking  and  credit 
laws  of  a  foreign  country  and  if  it  es¬ 
tablishes  to  the  satisfaction  of  the  Com¬ 
missioner  that  it  was  not  formed  or 
availed  of  for  the  purpose  of  evading 
or  avoiding  United  States  income  taxes 
which  w'ould  otherwise  be  imposed  on  its 
shareholders.  If  this  is  established,  the 
Commissioner,  or  such  other  oflficial  to 
whom  authority  may  be  delegated,  w'ill 
certify,  by  letter  to  the  corporation,  that 
it  is  not  a  foreign  personal  holding 
company. 

(b)  An  application  for  certification 
under  section  552  (b)  (2)  shall  be  made 
in  writing  to  the  Commissioner  of  In¬ 
ternal  Revenue,  Washington  25,  D.  C., 
Attention:  Audit  Division.  A  separate 
application  shall  be  filed  for  each  tax¬ 
able  year  for  which  certification  is  re¬ 
quested,  and  the  application  shall  be 
accompanied  by  a  completed  Form  958 
for  the  taxable  year.  See  section  6035. 
In  addition,  the  application  shall  set 
forth  the  reference  to  the  banking  or 
credit  laws  of  the  foreign  country  under 
which  the  corporation  operates,  the  ex¬ 
tent  of  its  business  in  receiving  deposits 
and  making  loans  and  discounts  and 
similar  banking  and  credit  operations, 
the  extent  of  its  operations  other  than 
such  banking  and  credit  operations, 
whether  the  banking  and  credit  opera¬ 
tions  are  customary  for  such  taxpayer, 
the  degree  and  manner  of  supervision 
exercised  over  it  by  the  foreign  govern¬ 
ment  under  its  banking  and  credit  laws, 
a  copy  (in  English)  of  its  last  annual 
financial  statement,  as  submitted  to  the 
government  authority  having  jurisdic¬ 
tion  over  it,  the  business  reasons  for  its 
not  distributing  the  amount  which  would 
be  its  undistributed  foreign  personal 
holding  company  income  if  the  corpora¬ 
tion  were  not  excluded  under  section  552 
(b)  (2),  including  a  statement  of  the 
extent  of  its  profits  which  must  be  re¬ 
tained  as  reserves  under  the  foreign  law, 
the  date  or  dates  when  it  reasonably  ex¬ 
pects  to  distribute  such  amounts,  and 
any  other  facts  it  wishes  to  submit  to 
show  that  the  corporation  was  not 
formed  or  availed  of  for  the  purpose  of 
evading  or  avoiding  United  States  in¬ 
come  taxes  which  would  otherwise  be  im¬ 
posed  on  the  shareholders. 

§  1.552-5  United  States  shareholder 
of  excluded  bank.  A  copy  of  the  certifi¬ 
cation  issued  to  an  excluded  bank  under 
section  552  (b)  (2)  and  §  1.552-4  shall 
be  filed  with,  and  made  a  part  of,  tiie  in¬ 
come  tax  return  for  the  taxable  year  of 
each  United  States  shareholder  of  such 
foreign  corporation,  if  he  has  been  a 
shareholder  of  such  corporation  for  any 


part  of  such  year.  If  the  certificate  has 
not  been  issued  at  the  time  the  return  of 
the  United  States  shareholder  is  filed,  the 
shareholder  shall  compute  the  tax  on  his 
return  by  treating  the  bank  as  a  foreign 
personal  holding  company.  If  a  certifi¬ 
cate  is  issued  after  the  return  is  filed, 
the  United  States  shareholder  may  file 
a  claim  for  refund  or  an  amended  return, 
and  shall  attach  thereto  a  copy  of  the 
certification. 

§  1.553  Statutory  provisions:  foreign 
personal  holding  company  income. 

Sec.  553.  Foreign  personal  holding  com- 
pany  income.  For  purposes  of  this  subtitle, 
the  term  “foreign  personal  holding  company 
Income”  means  the  pwDrtion  of  the  gross  in¬ 
come,"  determined  for  purposes  of  section  552, 
which  consists  of  personal  holding  company 
income,  as  defined  In  section  543,  except  that 
all  Interest,  whether  or  not  treated  as  rent, 
and  all  royalties,  whether  or  not  mineral,  oil, 
or  gas  royalties,  shall  constitute  "foreign 
personal  holding  company  Income”. 

§  1.553-1  Foreign  personal  holding 
company  income.  Foreign  personal 
holding  company  income  shall  consist 
of  the  items  defined  under  section  543 
and  §§  1.543-1  and  1.543-2,  relating  to 
personal  holding  company  income,  with 
the  following  exceptions: 

(a)  The  entire  amount  received  as 
“interest”,  whether  or  not  treated  as 
rent,  shall  be  considered  to  be  foreign 
personal  holding  company  income. 
Thus,  the  exception  in  the  second  sen¬ 
tence  of  section  543  (a)  (1)  and  §  1.543-1 
(b)  (2)  (relating  to  interest  treated  as 
rent  imder  section  543  (a)  (7)  and 
§  1.543-1  (b)  (10)),  is  inapplicable  for 
the  purpose  of  determining  foreign  per¬ 
sonal  holding  company  income.  Simi¬ 
larly,  section  543  (a)  (7)  and  §  1.543-1 
(b)  (10)  are  applied  for  this  purpose 
without  regard  to  the  interest  described 
in  that  section. 

(b)  (1)  The  entire  amount  received 
as  “royalties”,  whether  or  not  mineral, 
oil,  or  gas  royalties,  shall  be  considered 
to  be  foreign  personal  holding  company 
income.  Thus,  subparagraphs  (A)  and 
(B)  of  section  543  (a)  (8)  and  (a)  and 
(b)  of  §  1.543-1  (b)  (11)  (i)  are  inap¬ 
plicable  for  the  purpose  of  determining 
foreign  personal  holding  company  in¬ 
come. 

(2)  The  rules  provided  in  subdivision 

(iii)  of  §  1.543-1  (b)  (11)  only  apply  on 
or  after  the  dates  of  publication  and 
promulgation  of  regulations  under  part 
n  of  this  subchapter.  See  §  1.543-1  (b) 
(11)  (iii)  (c).  Such  rules  also  apply  in 
determining  foreign  personal  holding 
company  income  but  only  on  or  after 
the  dates  of  publication  and  promulga¬ 
tion  of  regulations*  under  part  III  of 
this  subchapter. 

1  1.554  Statutory  provisions;  stock 
ownership. 

Sec.  554.  Stock  ownership.  For  purposes 
of  determining  whether  a  foreign  corpora¬ 
tion  Is  a  foreign  personal  holding  company. 
Insofar  as  such  determination  is  based  on 
stock  ownership,  the  rules  provided  in  sec¬ 
tion  544  shall  be  applicable  as  if  any  refer¬ 
ence  in  such  section  to  a  personal  holding 
company  was  a  reference  to  a  foreign  per¬ 
sonal  holding  company  and  as  If  any  refer¬ 
ence  in  such  section  to  a  provision  of  part  II 
(relating  to  personal  holding  companies)  was 
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a  reference  to  the  corresponding  provision  of 
this.  part.  I 

§  1.554-1  Stock  ownership.  For  reg¬ 
ulations  under  section  554,  see  §  1.552-3.  1 

§  1.555  Statutory  provisions;  gross 
income  of  foreign  personal  holding  corn- 
panies. 

Sec.  555.  Gross  income  of  foreign  personal 
holding  companies — (a)  General  rule.  For 
purposes  of  this  part,  the  term  “gross  in¬ 
come”  means,  with  respect  to  a  foreign  cor¬ 
poration,  gross  Income  computed  (without 
regard  to  the  provisions  of  subchapter  N 
(sec.  861  and  following)')  as  if  the  foreign 
corporation  were  a  domestic  corporation 
which  is  a  personal  holding  company. 

(b)  Additions  to  gross  income.  In  the  case 
of  a  foreign  personal  holding  company 
(whether  or  not  a  United  States  group,  as  de¬ 
fined  in  section  552  (a)  (2),  existed  with  re¬ 
spect  to  such  company  on  the  last  day  of  its 
taxable  year)  which  was  a  shareholder  in 
another  foreign  personal  holding  company 
on  the  day  in  the  taxable  year  of  the  second 
company  which  was  the  last  day  bn  which  a 
United  States  group  existed  with  respect  to 
the  second  company,  there  shall  be  included, 
as  a  dividend,  in  the  gross  income  of  the  first 
company,  for  the  taxable  year  in  which  or 
with  which  the  taxable  year  of  the  second 
company  ends,  the  amount  the  first  company 
would,  have  received  as  a  dividend  if  on  such 
last  day  there  had  been  distributed  by  the 
second  company,  and  received  by  the  share¬ 
holders,  an  amount  which  bears  the  same 
ratio  to  the  undistributed  foreign  personal 
holding  company  income  of  the  second  com¬ 
pany  for  its  taxable  year  as  the  portion  of 
such  taxable  year  up  to  and  including  such 
last  day  bears  to  the  entire  taxable  year. 

(c)  Application  of  subsection  (b).  The 
rule  provided  in  subsection  (b) — 

(1)  Shall  be  applied  in  the  case  of  a  for¬ 
eign  personal  holding  company  for  the  pur¬ 
pose  of  determining  les  undistributed  foreign 
personal  holding  company  Income  which,  or  a 
part  of  wh(ch,  is  to  be  Included  in  the  gross 
income  of  its  shareholders,  whether  United 
States  shareholders  or  other  foreign  personal 
holding  companies; 

(2)  Shall  be  applied  in  the  case  of  every 
foreign  corporation  with  respect  to  which  a 
United  States  group  exists  on  some  day  of  its 
taxable  year,  for  the  purpose  of  determining 
whether  such  corporation  meets  the  gross 
income  requirements  of  section  552  (a)  (1). 

§  1.555-1  General  rule.  The  gross  in¬ 
come  of  a  foreign  corporation  which  is  a 
foreign  personal  holding  company  is 
computed  the  same  as  if  the  foreign  cor¬ 
poration  were  a  domestic  corporation 
which  is  a  personal  holding  company. 
See  section  542  (a)  (1)  and  §  1.542-2. 
The  gross  income  of  a  foreign  personal 
holding  company  thus  includes  income 
from  all  sources,  whether  within  or  with¬ 
out  the  United  States,  which  is  not  spe¬ 
cifically  excluded  from  gross  income  un¬ 
der  any  other  provisions  of  the  Code. 
For  example,  the  gross  income  of  a  for¬ 
eign  personal  holding  company  includes 
all  income  from  sources  outside  the 
United  States  even  though  the  foreign 
personal  holding  company  is  a  foreign 
corporation  not  engaged  in  trade  or  busi¬ 
ness  within  the  United  States. 

§  1.555-2  Additions  to  gross  income. 
(a)  If,  for  any  taxable  year — 

(1)  A  foreign  corporation  meets  the 
stock  ownership  requirement  specified 
in  section  552  (a)  (2)  and  §  1.552-3,  re¬ 
gardless  of  whatever  day  in  its  taxable 
year  is  the  last  day  on  which  the  re¬ 
quired  United  States  group  exists,  and 
No.  223 - 1 


(2)  Such  foreign  corporation  is  a 
shareholder  in  a  foreign  personal  hold¬ 
ing  company  on  any  day  of  a  taxable  ’ 
year  of  the  second  company  which  ends  | 
with  or  within  the  taxable  year  of  the  ( 
first  company  and  such  day  is  the  last 
day  in  the  taxable  year  of  the  second 
company  in  which  the  United  States 
group  exists  with  respect  to  the  second 
company,  then  for  the  purpose  of — 

(i)  Determining  whether  the  first 
company  meets  the  specified  gross  in¬ 
come  requirement  so  as  to  come  within 
the  classification  of  a  foreign  personal 
holding  company,  and 

(ii)  Determining  the  undistributed 
foreign  personal  holding  company  in¬ 
come  of  the  first  company  which  (in  the 
event  the  first  company  is  a  foreign  per¬ 
sonal  holding  company)  is  to  be  in¬ 
cluded,  in  whole  or  in  part,  in  the  gross 
income  of  its  shareholders,  whether 
United  States  shareholders  or  other  for¬ 
eign  personal  holding  companies: 

there  shall  be  included  as  a  dividend  in 
the  gross  income  of  the  first  company 
for  the  taxable  year  in  which  or  with 
which  the  taxable  year  of  the  second 
company  ends,  the  amount  the  first  com¬ 
pany  would  have  received  as  a  dividend, 
if  on  the  last  day  referred  to  in  this 
subparagraph  there  had  been  distributed 
by  the  second  company,  and  received  by 
the  shareholders,  an  amount  which  bears 
the  same  ratio  to  the  undistributed  for¬ 
eign  personal  holding  coippany  income 
of  the  second  company  for  its  taxable 
year  as  the  portion  of  such  taxable  year 
up  to  and  including  such  last  day  bears 
to  the  entire  taxable  year.  The  fore¬ 
going  rules  apply  to  any  chain  of  for¬ 
eign  corporations  regardless  of  the 
number  of  corporations  included  in  the 
chain. 

(b)  The  application  of  section  555  (b) 
may  be  illustrated  by  the  following 
examples: 

Example  {!).  The  X  Corporation  Is  a  for¬ 
eign  corporation  whose  stock  is  owned  by  A, 
a  United  States  citizen.  The  X  Corporation 
owns  the  entire  stock  of  the  Y  Corporation, 
another  foreign  corporation.  The  taxable 
year  of  the  X  Corporation  is  the  calendar 
year  and  the  taxable  year  of  the  Y  Corpora¬ 
tion  is  the  fiscal  year  ending  June  30.  For 
the  fiscal  year  ending  June  30,  1955,  more 
than  the  required  percentage  of  the  Y  Cor¬ 
poration’s  gross  income  consists  of  foreign 
personal  holding  company  income  and  no 
part  of  the  earnings  for  such  year  is  dis¬ 
tributed  as  dividends.  On  the  basis  of  these 
facts  the  Y  Corporation  is  a  foreign  personal 
holding  company  for  the  fiscal  year  ending 
June  30,  1955.  The  X  Corporation  meets  the 
stock  ownership  requirement  and  constitutes 
a  foreign  personal  holding  company  for  1955, 
if  it  also  meets  the  gross  income  requirement. 
For  the  purpose  of  determining  whether  the 
X  Corporation  meets  the  gross  income  re¬ 
quirement,  the  entire  imdistributed  foreign 
personal  holding  company  income  of  the  Y 
Corporation  for  the  fiscal  year  ending  June 
30,  1955,  must  be  included  as  a  dividend  in 
the  gross  income  of  the  X  Corporation  for 
1965,  since — 

(1)  The  X  Corporation  was  a  shareholder 
in  the  Y  Corporation  on  a  day  (June  30, 
1955)  in  the  taxable  year  of  the  Y  Corpora¬ 
tion  ending  with  or  within  the  taxable  year  of 
the  X  Corporation,  which  day  was  the  last 
day  in  the  taxable  year  of  the  Y  Corporation 
on  which  the  United  States  grouj^  required 
with  respect  to  the  V  Corporation  existed. 


(2)  Such  last  day  was  also  the  end  of  the 
Y  Corporation’s  taxable  year  so  that  the  por¬ 
tion  of  the  taxable  year  of  the  Y  Corporation 
up  to  and  including  such  last  day  is  equal 
to  100  percent  of  the  taxable  year  of  the  Y 
Corporation,  and,  therefore,  the  portion  of 
the  undistributed  foreign  personal  holding 
company  income  of  the  Y  Corporation  in¬ 
cludible  in  the  gross  income  of  its  share¬ 
holders  is 'likewise  equal  to  100  percent,  and 

(3)  The  X  Corporation  being  the  sole 
shareholder  of  the  Y  Corporation  must  in¬ 
clude  such  portion  in  its  gross  income  for 
1955,  the  taxable  year  in  which  or  with 
which  the  taxable  year  of  the  Y  Corporation 
ends.  If,  after  the  inclusion  of  the  presump¬ 
tive  dividend  in  its  gross  income,  the  X  Cor¬ 
poration  is  a  foreign  personal  holding 
company  for  1955,  then  the  undistributed 
foreign  personal  holding  company  Income  of 
the  Y  Corporation  must  also  be  Included  as 
a  dividend  in  the  gross  income  of  th^X  Cor¬ 
poration  in  determining  its  undistributed 
foreign  personal  holding  company  income 
which  is  to  be  included  in  the  gross  Income 
of  A,  the  sole  shareholder  in  the  X  Corpora¬ 
tion.  On  the  other  hand,  if,  after  including 
such  presumptive  dividend,  the  X  Corpora¬ 
tion  does  not  constitute  a  foreign  personal 
holding  company,  the  undistributed  foreign 
personal  holding  company  income  of  the 

Y  Corporation  is  not  includible  in  the  gross 
income  of  the  X  Corporation. 

Example  (2).  ’The  X  Corporation  referred 
to  in  example  (1)  sold  the  stock  in  the  Y 
Corporation  to  other  interests  on  Septem¬ 
ber  30, 1955,  so  that  after  that  date  no  United 
States  group  existed  with  respect  to  the 

Y  Corporation.  For  the  fiscal  year  ending 
June  30,  1956,  more  than  the  required  per¬ 
centage  of  the  gross  Income  of  the  Y  Corpo¬ 
ration  consists  of  foreign  personal  holding 
company  Income.  ’The  taxable  income  of  the 

Y  Corporation  for  such  fiscal  year  amounts 
to  $1,000,000,  of  which  $900,000  is  distributed 
in  dividends  after  September  30,  1955.  ’The 
undistributed  foreign  personal  holding  com¬ 
pany  income  of  the  Y  Corporation  for  such 
fiscal  year  amounts  to  $100,000.  Upon  the 
basis  of  these  facts  the  Y  Corporation  is  a 
foreign  personal  holding  company  for  the 
fiscal  year  ending  June  30,  1956,  since  at  one 
time  in  such  fiscal  year,  or  from  July  1  to 
and  including  September  30,  1955,  it  meets 
the  stock  ownership  requirement,  and  the 
gross  income  requirement  is  also  satisfied. 
In  determining  whether  the  X  Corporation 
constitutes  a  foreign  personal  holding  com¬ 
pany  for  1956,  a  portion  of  the  undistributed 
foreign  personal  holding  company  Income  of 
the  Y  Corporation  for  the  fiscal  year  ending 
June  30,  1956  (three-twelfths  of  $100,000,  or 
$25,000),  must  be  Included  as  a  dividend  in 
the  gross  income  of  the  X  Corporation, 
since — 

(1)  The  X  Corporation  was  a  shareholder 
In  the  Y  Corporation  on  September  30,  1955, 
or  on  a  day  in  the  taxable  year  of  the  Y  Cor¬ 
poration  ending  with  or  within  the  taxable 
year  of  the  X  Corporation  which  day  was  the 
last  day  in  the  Y  Corporation’s  taxable  year 
on  which  the  United  States  group  required 
with  respect  to  the  Y  Corporation  existed. 

(2)  The  portion  of  the  taxable  year  of  the 

Y  Corporation  up  to  and  Including  such  day 
is  three -twelfths  of  the  entire  taxable  year 
of  the  Y  Corporation  and,  therefore,  the  por¬ 
tion  of  the  undistributed  foreign  personal 
holding  company  Income  of  the  Y  Corpora¬ 
tion  includible  in  the  gross  Income  of  its 
shareholders  also  is  equal  to  three-twelfths, 
and 

(3)  The  X  Corporation,  being  the  sole 
shareholder  of  the  Y  Corporation  at  the  time 
the  United  States  group  with  respect  to  the 

Y  Corporation  last  existed,  must  include  all 
.  of  such  portion  in  its  gross  income  for  1956, 
’  the  taxable  year  of  the  X  Corporation  in 
[  which  or  with  which  the  taxable  year  of  the 

Y  Corporation  ends. 
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It  is  to  be  observed  that  three-twelfths  of  the 
undistributed  foreign  personal  holding  com* 
pany  income  of  the  Y  Corporation  for  the 
entire  taxable  year  and  not  the  earnings 
realized  by  the  Y  Corporation  up  to  and  In¬ 
cluding  September  30,  1055,  the  last  day  on 
which  the  United  States  group  with  respect 
to  the  Y  Corporation  existed,  must  be  in¬ 
cluded  in  the  gross  income  of  the  X  Corpo¬ 
ration. 

Example  (3).  The  X  Corporation  referred 
to  in  example  (1)  sold  the  stock  In  the  Y 
Corporation  to  other  Interests  on  September 
30,  1955,  so  that  after  that  date  a  different 
United  States  group  existed  with  respect  to 
the  Y  Corporation.  Assuming  that  the  Y 
Corporation  is  a  foreign  personal  holding 
company  for  the  fiscal  year  ending  June  30, 
1956,  no  part  of  the  undistributed  foreign 
personal  holding  company  Income  of  the  Y 
Corporation  for  such  fiscal  year  would,  in 
this  Instence,  be  includible  In  the  gross  in¬ 
come  of  the  X  Corporation  for  the  year  1956, 
in  determining  whether  the  X  Corporation 
is  a  foreign  personal  holding  company  for 
that  year.  In  «uch  case,  the  undistributed 
foreign  personal  holding  company  Income 
of  the  Y  Corporation  is  includible  in  the 
gross  income  of  the  other  foreign  personal 
holding  companies,  if  any,  and  of  the  United 
States  shareholders  who  are  shareholders  in 
the  Y  Corporation  the  day  after  September 
80,  1955,  which  was  the  last  day  in  the  tax¬ 
able  year  of  the  Y  Corporation  on  which  the 
United  States  group  with  respect  to  the  Y 
Corporation  existed.  If,  however,  the  X  Cor¬ 
poration  sells  90  percent  of  its  stock  in  the 
Y  Corporation  and  thus  is  a  minority  share¬ 
holder  in  the  Y  Corporation  on  the  last  day 
of  the  taxable  year  of  the  Y  Corporation  on 
which  the  United  States  group  with  respect 
to  the  Y  Corporation  exists,  the  portion  of 
the  undistributed  foreign  personal  holding 
company  income  allocable  to  the  minority 
Interests  of  the  X  Corporation  would  be  in¬ 
cludible  in  the  gross  income  of  the  X  Cor¬ 
poration,  even  though  on  such  last  day  the 
United  States  group  is  not  the  same  with 
respect  to  both  corporations. 

Example  (4).  If  the  Y  Corporation  In 
example  (1)  owns  all  of  the  stock  of  the  Z 
Corporation,  another  foreign  corporation, 
there  would  be  a  chain  of  three  foreign  cor¬ 
porations.  In  such  case,  assuming  that  the 
Z  Corporation  is  a  foreign  personal  holding 
company  for  a  taxable  year  ending  with  or 
within  the  taxable  year  of  the  Y  Corporation, 
the  undistributed  foreign  personal  holding 
company  income  of  the  Z  Corporation  would 
be  Included  in  the  gross  Income  of  the  Y 
Corporation  for  the  purpose  of  determining 
whether  the  Y  Corporation  comes  within  the 
classification  of  a  foreign  personal  holding 
company.  If,  after  the  inclusion  of  such 
presumptive  dividend,  the  Y  Corporation  is 
a  foreign  personal  hblding  company,  the  un¬ 
distributed  foreign  personal  holding  company 
Income  of  the  Z  Corporation  would  be  in¬ 
cluded  in  the  gross  Income  of  the  Y  Corpora¬ 
tion  in  determining  the  undistributed  foreign 
personal  holding  company  income  of  the 
Y  Corporation  which  is  includible  in  the  gross 
Income  of  its  shareholder,  the  X  Corporation. 
The  same  process  would  be  repeated  with 
respect  to  determining  whether  the  X  Corpo¬ 
ration  is  a  foreign  personal  holding  company 
.and  in 'determining  its  undistributed  foreign 
personal  holding  company  income.  If  all 
three  corporations  are  foreign  personal  hold¬ 
ing  companies,  the  undistributed  foreign 
personal  holding  company  Income  of  each 
would,  in  this  manner,  be  refiected  as  a  divi¬ 
dend  in  the  gross  Income  of  A,  the  ultimate 
beneficial  shareholder  of  the  chain.  In  the 
event  that  after  the  inclusion  of  the  undis¬ 
tributed  foreign  personal  holding  company 
Income  of  the  Z  Corporation  in  the  gross 
Income  of  the  Y  Corporation,  the  Y  Corpora¬ 
tion  is  not  a  foreign  personal  holding  com¬ 
pany,  then  no  part  of  the  income  of  either 
the  Z  Corporation  or  the  Y  Corporation  would 


be  Includible  In  the  gross  Income  of  the 
X  Corporation.  In  that  event,  whether  the 
X  Corporation  is  a  foreign  personal  holding 
company,  and  its  undistributed  foreign  per¬ 
sonal  holding  company  income,  would  be 
determined  independently  of  the  income  of 
the  Y  Corporation  and  the  Z  Corporation,  v 

§  1.556  Statutory  provisions;  undis¬ 
tributed  foreign  personal  holding  com¬ 
pany  income. 

Sec.  556.  Undistributed  foreign  personal 
holding  company  income — (a)  Definition. 
For  purposes  of  this  part,  the  term  “undis¬ 
tributed  foreign  personal  holding  company 
Income”  means  the  taxable  Income  of  a 
foreign  personal  holding  company  adjusted 
in  the  manner  provided  in  subsection  (b), 
minus  the  dividends  paid  deduction  (as  de¬ 
fined  in  section  561). 

(b)  Adjustments  to  taxable  income.  For 
the  purposes  of  subsection  (a),  the  taxable 
income  shall  be  adjusted  as  follows: 

(1)  Taxes.  There  shall  be  allowed  as  a 
deduction  Federal  income  and  excess  profits 
taxes  (other  than  the  excess  profits  tax  im¬ 
posed  by  subchapter  E  of  chapter  2  of  the 
Internal  Revenue  Code  of  1939  for  taxable 
years  beginning  after  December  31, 1940)  and 
Income,  war  profits,  and  excess-profits  taxes 
of  foreign  countries  and  possessions  of  the 
United  States  (to  the  extent  not  allowable 
as  a  deduction  under  section  164  (b)  (6)), 
accrued*  durihg  the  taxable  year,  but  not  in¬ 
cluding  the  accumulated  earnings  tax  im¬ 
posed  by  section  531,  the  personal  holding 
company  tax  Imposed  by  section  541,  or  the 
taxes  imposed  by  corresponding  sections  of 
a  prior  Income  tax  law.  A  taxpayer  which, 
for  each  taxable  year  in  which  it  was  subject 
to  the  provisions  of  supplement  P  of  the  In¬ 
ternal  Revenue  Code  of  1939,  deducted  Fed¬ 
eral  income  and  exce^  profits  taxes  when 
paid  for  the  purpose  of  computing  undis¬ 
tributed  supplement  P  net  income  under  such  • 
code,  shall  deduct  taxes  under  this  paragraph 
when  paid,  unless  the  corporation  elects, 
under  regulations  prescribed  by  the  Secretary 
or  his  delegate,  after  the  date  of  enactment 
of  this  title  to  deduct  the  taxes  described  in 
this  paragraph  when  accrued.  Such  election 
shall  be  irrevocable  and  shall  apply  to  the 
taxable  year  for  which  the  election  is  made 
and  to  all  subsequent  taxable  years. 

(2)  Charitable  contributions.  The  deduc¬ 
tion  for  charitable  contributions  provided 
under  section  170  shall  be  allowed,  but  with 
the  limitation  in  section  170  (b)  (1)  (A)  and 
(B)  (in  lieu  of  the  limitation  in  section  170 
(b)  (2)).  For  purposes  of  this  paragraph, 
the  term  “adjusted  gross  income”  when  used 
in  section  170  (b)  (1)  means  the  taxable 
income  computed  with  the  adjustments  pro¬ 
vided  in  section  170  (b)  (2)  and  without  the 
deduction  of  the  amounts  disallowed  under 
paragraphs  (5)  and  (6^  of  this  subsection  or 
the  inclusion  in  gross  income  of  the  amounts 
Includible  therein  as  dividends  by  reason  of 
the  appliciition  of  the  provisions  of  section 
555  (b)  (relating  to  the  inclusion  in  gross  in¬ 
come  of  a  foreign  personal  holding  company 
of  its  distributive  share  of  the  undistributed 
foreign  personal  holding  company  income  of 
another  company  in  which  it  is  a  share¬ 
holder). 

(3)  Special  deductions  disallowed.  The 
special  deductions  for  corporations  provided 
in  part  VIII  (except  sections  242  and  248)  of 
subchapter  B  (section  241  and  following,  re¬ 
lating  to  the  deduction  for  dividends  received 
by  corporations,  etc.)  shall  not  be  allowed. 

(4)  Net  operating  loss.  The  net  operating 
loss  deduction  provided  in  section  172  shall 
not  be  allowed,  but  there  shall  be  allowed  as 
a  deduction  the  amount  of  the  net  operating 
loss  (as  defined  in  section  172  (c))  for  the 
preceding  taxable  year. 

(6)  Expenses  and  depreciation  applicable 
to  property  of  the  taxpayer.  The  aggregate 
of  the  dedyctlons  allowed  under  section  162 
(relating  to  trade  or  business  exnenses)  and 


section  167  (relating  to  depreciation)  which 
are  allocable  to  the  operation  and  mainte¬ 
nance  of  property  owned  or  operated  by  the 
company,  shall  be  allowed  only  In  an  amount 
equal  to  the  rent  or  other  compensation  re¬ 
ceived  for  the  use  of,  or  the  right  to  use,  the 
property,  unless  it  Is  established  (under  reg¬ 
ulations  prescribed  by  the  Secretary  or  his 
delegate)  to  the  satisfaction  of  the  Secretary 
or  his  delegate — 

(A)  That  the  rent  or  other  compensation 
received  was  the  highest  obtainable,  or.  if 
none  was  received,  that  none  was  obtainable; 

(B)  That  the  property  was  held  In  the 
course  of  a  business  carried  on  bona  fide  lor 
profit;  and 

(C)  Either  that  there  was  reasonable  ex¬ 
pectation  that  the  operation  of  the  property 
would  result  in  a  profit,  or  that  the  property 
was  necessary  to  the  conduct  of  the  business. 

(6)  Taxes  and  contributions  to  pension 
trusts.  The  deductions  provided  In  section 
164  (e)  (relating  to  taxes  of  a  shareholder 
paid  by  the  corporation)  and  in  section  404 
(relating  to  pension,  etc.,  trusts)  shall  not  be 
allowed. 

§  1.556-1  Definition.  Undistributed 
foreign  personal  holding  company  in¬ 
come  is  the  amount  which  is  to  be  in¬ 
cluded  in  the  gross  income  of  the  United 
States  shareholders  under  section  551 
(b)  and  §  1.551-2.  Undistributed  foreign 
personal  holding  company  income  is  the 
taxable  income  of  the  foreign  personal 
holding  company,  as  defined  in  section 
63  (a)  (computed  without  regard  to  sub¬ 
chapter  N) ,  and  adjusted  in  the  manner 
described  in  section  556  (b)  and 

§  1.556-2,  less  the  deduction  for  dividends 
paid  (§§  1.561-1.565).  See  §  1.556-3  for 
an  illustration  of  the  computation  of 
undistributed  foreign  personal  holding 
company  income. 

§  1.556-2  Adjustments  to  taxable  in¬ 
come — (a)  Taxes — (1)  General  rule.  In 
computing  undistributed  foreign  per¬ 
sonal  holding  company  income,  there 
shall  be  allowed  as  a  deduction  Federal 
income  and  excess  profits  taxes  accrued 
during  the  taxable  year  except  that  no 
deduction  shall  be  allowed  for  (i)  the 
accumulated  earnings  tax  imposed  by 
section  531  (or  a  corresponding  section 
of  a  prior  law) ,  (ii)  the  personal  holding 
company  tax  imposed  by  section  541  (or 
a  corresponding  section  of  a  prior  law) , 
and  (iii)  the  excess  profits  tax  imposed 
by  subchapter  E  of  chapter  2  of  the  In 
ternal  Revenue  Code  of  1939.  The  de 
duction  is  for  taxes  accrued,  regardless 
of  whether  the  corporation  uses  an  ac 
crual  method  of  accounting,  the  cash 
receipts  anjd  disbursements  method  or 
any  other  allowable  method.  However, 
the  corporation  shall  deduct  taxes  paid, 
rather  than  taxes  accrued,  if  it  used  that 
method  for  each  taxable  year  for  which 
It  was  subject  to  the  provisions  of  supple 
ment  P  of  the  Internal  Revenue  Code  of 
1939,  unless  an  election  is  made  to  deduct 
taxes  accrued.  In  computing  the  amount 
of  taxes  accrued,  an  unpaid  tax  which 
is  being  contested  is  not  considered  ac 
crued  until  the  contest  is  resolved. 


(2)  Election  by  corporation  which  de¬ 
ducted  taxes  paid.  If  the  corporation 
was  subject  to  supplement  P  of  the  In¬ 
ternal  Revenue  Code  of  1939,  and,  for  the 
purpose  of  computing  undistributed  sup¬ 
plement  P  net  income  under  such  Code, 
deducted  taxes  paid  rather  than  taxes 
accrued  for  each  taxable  year  for  which 
it  was  subject  to  supplement  P  of  the 
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1939  Code,  the  corporation  may  elect  to 
deduct  taxes  accrued,  rather  than  taxes 
paid,  for  the  purpose  of  computing  its 
undistributed  foreign  personal  holding 
company  income.  The  election  shall  be 
made  by  deducting  the  taxes  accrued  in 
the  return  (Form  958)  required  to  be 
filed  for  such  taxable  year.  The  return 
shall,  in  addition,  contain  a  statement 
that  the  corporation  has  made  such  elec¬ 
tion  and  shall  set  forth  the  year  to  which 
such  election  was  first  applicable.  The 
deduction  of  taxes  accrued  in  the  year 
of  election  precludes  the  deduction  of 
taxes  paid  during  such  year.  The  elec¬ 
tion,  if  made,  shall  be  irrevocable  and 
the  deduction  for  taxes  accrued  shall  be 
allowed  for  the  year  of  election  and  for 
all  subsequent  taxable  years.  See  sec¬ 
tion  6035  and  the  regulations  thereunder 
for  rules  relative  to  the  filing  of  returns 
of  officers,  directors,  and  shareholders  of 
foreign  personal  holding  companies. 

(3)  Taxes  of  foreign  countries  and 
United  States  possessions.  The  deduc¬ 
tion  of  income,  war  profits  and  excess 
profits  taxes  paid  to  a  foreign  country 
or  United  States  possession  is  permitted 
in  computing  undistributed  foreign  per¬ 
sonal  holding  company  income  to  the 
extent  that  such  taxes  are  not  allowable 
as  a  deduction  under  section  164  (b)  (6) 
and  the  regulations  thereunder. 

(b)  Charitable  contributions.  (1) 
Section  556  (b)  (2)  provides  that,  in 
computing  the  undistributed  foreign 
personal  holding  company  income  of  a 
corporation,  the  deduction  for  charitable 
contributions  by  a  corporation  shall  be 
computed  with  the  limitations  of  section 
170  (b)  (1)  (A)  and  (B)  (relating  to 
charitable  contributions  by  individuals) 
instead  of  the  limitation  in  section  170 
(b)  (2)  (relating  to  charitable  contri¬ 
butions  by  corporations). 

(2)  Although  the  limitations  of  sec¬ 
tion  170  (b)  (1)  (A)  and  (B)  are  10  and 
20  percent,  respectively,  of  the  individ¬ 
ual’s  adjusted  gross  income,  the  limita¬ 
tions  are  applied  for  purposes  of  section 
556  (b)  (2)  by  using  10  and  20  percent, 
respectively,  of  the  corporation’s  taxable 
income  as  adjusted  for  purposes  of  sec¬ 
tion  170  (b)  (2)  (that  is,  the  same 
amount  of  taxable  income  to  which  the 
5  percent  limitation  applied) .  However, 
a  further  adjustment  for  this  purpose  is 
that  the  taxable  income  shall  also  be 
computed  without  the  deduction  of  the 
amount  disallowed  under  section  556  (b) 
(5)  (relating  to  expenses  and  deprecia¬ 
tion  applicable  to  property  of  the  tax¬ 
payer)  ,  and  section  556  (b)  (6)  (relating 
to  taxes  and  contributions  to  pension 
trusts) ,  and  without  the  inclusion  of  the 
amounts  includible  as  dividends  under 
section  555  (b)  (relating  to  the  inclusion 

,  in  gross  income  of  a  foreign  personal 
holding  company  of  its  distributive  share 
of  the  undistributed  foreign  personal 
holding  company  incotae  of  another 
company  in  which  it  is  a  shareholder). 

(3)  See  the  regulations  under  section 
170  (b)  (1)  (A)  and  (B)  with  respect  to 
the  charitable  contributions  to  which  the 
10  percent  limitation  is  applicable  and 
the  charitable  contributions  to  which  the 
20  percent  limitation  is  applicable. 

(4)  In  some  cases,  a  deduction  in  ex¬ 
cess  of  the  5  percent  limitation  may  be 


allowed  for  one  taxable  year  under  sec¬ 
tion  556  (b)  (2)  for  purposes  of  com¬ 
puting  the  undistributed  foreign  per¬ 
sonal  holding  company  income  only,  and 
may  also  be  allowed  as  a  deduction  in 
computing  taxable  income  for  a  sub¬ 
sequent  taxable  year  under  the  carryover 
provisions  of  section  170  (b)  (2) .  To  the 
extent  that  the  charitable  contributions 
carried  over  from  a  previous  year  have 
already  been  deducted  for  purposes  of 
determining  undistributed  foreign  per¬ 
sonal  holding  company  income  in  the 
year  when  the  charitable  contributions 
were  made,  they  may  not  be  deducted 
again  as  part  of  the  contribution  carry¬ 
over  deduction,  for  purposes  of  deter¬ 
mining  undistributed  foreign  personal  ^ 
holding  company  income  for  a  sub-  ’ 
sequent  year.  However,  this  adjustment 
is  only  for  purposes  of  computing  the  un¬ 
distributed  foreign  personal  holding 
company  income,  and  the  carryover  in 
such  case  is  allowable  in  computing  tax¬ 
able  income. 

(c)  Special  deductions  disallowed. 
Part  VIII  of  subchapter  B  of  chapter  1 
allows  corporations  special  deductions  in 
computing  taxable  income  for  such  mat¬ 
ters  as  partially  tax-exempt  interest,  cer¬ 
tain  dividends  received,  dividends  paid 
on  certain  preferred  stock  of  public  utili¬ 
ties,  organizational  expenses,  etc.  See 
section  241.  Such  special  deductions,  ex¬ 
cept  the  deduction  provided  by  section 
242  (relating  to  partially  tax-exempt  in¬ 
terest)  and  the  deduction  provided  by 
section  248  (relating  to  organizational 
expenses),  shall  be  disallowed  in  com¬ 
puting  undistributed  foreign  personal 
holding  company  income. 

(d)  Net  operating  loss.  The  net  oper¬ 
ating  loss  deduction  provided  in  section 
172  is  not  allowed  for  purposes  of  the 
computation  of  undistributed  foreign 
personal  holding  company  income ;  how¬ 
ever,  there  is  allowed  as  a  deduction  for 
such  purposes  the  amount  of  the  net 
operating  loss  (as  defined  in  section  172 
(c) )  for  the  preceding  taxable  year. 

(e)  Expenses  and  depreciation  appli¬ 
cable  to  property  of  the  corporation.  (1) 
Section  556  (b)  (5)  provides  a  specific 
limitation  in  computing  undistributed 
foreign  personal  holding  company  in¬ 
come,  with  respect  to  the  allowance  of 
deductions  for  trade  or  business  expenses 
and  depreciation  which  are  allocable  to 
the  operation  and  maintenance  of  prop¬ 
erty  owned  or  operated  by  a  foreign  per¬ 
sonal  holding  company.  Under  this 
limitation  these  deductions  shall  not  be 
allowed  in  excess  of  the  aggregate 
amount  of  the  rent  or  other  compensa¬ 
tion  received  for  the  use  of,  or  the  right 
to  use,  the  property,  unless  it  is  estab¬ 
lished  to  the  satisfaction  of  the 
Commissioner — 

(i)  That  the  rent  or  other  compensa¬ 
tion  received  was  the  highest  obtainable, 
or  if  none  was  received,  that  none  was 
obtainable; 

(ii)  That  the  property  was  held  in  the 
course  of  a  business  carried  on  bona  fide 
for  profit;  and 

(iii)  Either  that  there  was  reasonable 
expectation  that  the  operation  of  the 
property  would  result  in  a  profit,  or  that 
the  prop>erty  was  necessary  to  the  con¬ 
duct  of  the  business. ' 


(2)  The  burden  of  proof  will  rest  upon 
the  taxpayer  to  sustain  the  deduction 
claimed.  If  a  United  States  shareholder, 
in  computing  his  distributive  share  of  un¬ 
distributed  foreign  personal  holding 
company  income  to  be  included  in  gross 
income  in  his  individual  return  (see  sec¬ 
tion  551,  and  §§1.551-1  and  1.551-2), 
claims  deductions  for  expenses  and  de¬ 
preciation  allocable  to  the  operation  and 
maintenance  of  property  owned  or  oper¬ 
ated  by  the  company,  in  an  aggregate 
amount  in  excess  of  the  rent  or  other 
compensation  received  for  the  use  of,  or 
the  right  to  use,  the  property,  he  shall 
attach  to  his  income  tax  return  a  state¬ 
ment  setting  forth  his  claim  for  allow¬ 
ance  of  the  additional  deductions,  to¬ 
gether  with  a  complete  statement  of  the 
facts  and  circumstances  pertinent  to  his 
claim  and  the  arguments  on  which  he 
relies.  Such  statement  shall  set  forth: 

(i)  A  description  of  the  property; 

(ii)  The  cost  or  other  basis  to  the 
corporation  and  the  nature  and  value  of 
the  consideration  paid  for  the  property; 

(iii)  The  name  and  address  of  the  per¬ 
son  from  whom  the  property  was  ac¬ 
quired  and  the  date  the  property  was 
acquired ; 

(iv)  Th*  name  and  address  of  the  per¬ 
son  to  whom  the  property  is  leased  or 
rented,  or  the  person  permitted  to  use 
the  property,  and  the  number  of  shares 
of  stock,  if  any,  held  by  such  person  and 
the  members  of  his  family ; 

(V)  The  nature  and  gross  amount  of 
the  rent  or  other  compensation  received 
for  the  use  of,  or  the  right  to  use,  the 
property  during  the  taxable  year  and  for 
each  of  the  five  preceding  years  and  the 
amount  of  the  expenses  incurred  with 
respect  to,  and  the  depreciation  sustained 
on,  the  property  for  such  years; 

(vi)  Evidence  that  the  rent  or  other 
compensation  was  the  highest  obtaina¬ 
ble,  or,  if  none  was  received,  a  statement 
of  the  reasons  therefor; 

(vii)  A  copy  of  the  contract,  lease  or 
rental  agreement; 

(viii)  The  purpose  for  which  the  prop¬ 
erty  was  used; 

(ix)  The  business  carried  on  by  the 
corporation  with  respect  to  which  the 
property  was  held  and  the  gross  income, 
expenses,  and  taxable  income  derived 
from  the  conduct  of  such  business  for 
the  taxable  year  and  for  each  of  the  five 
preceding  years; 

(x)  A  statement  of  any  reasons  which 
existed  for  expectation  that  the  opera¬ 
tion  of  the  property  would  be  profitable, 
or  a  statement  of  the  necessity  for  the 
use  of  the  property  in  the  business  of 
the  corporation,  and  the  reasons  why  the 
projierty  was  acquired;  and 

(xi)  Any  other  information  pertinent 
to  the  taxpayer’s  claim. 

(f)  Taxes  and  contributions  to  pen¬ 
sion  trusts.  Section  164  (e)  provides  for 
deduction  by  a  corporation  for  taxes  of  a 
shareholder  paid  by  it;  section  404  pro¬ 
vides  for  deduction  by  an  employer  for 
its  contributions  to  an  employees’  trust, 
etc.  For  the  purpose  of  computing  un¬ 
distributed  foreign  personal  holding 
company  income,  neither  of  these  deduc¬ 
tions  is  allowable. 

§  1.556-3  Illustration  of  computation 
of  undistributed  foreign  personal  hold- 
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inff  company  income.  The  method  of 
computation  of  the  undistributed  foreign 
personal  holding  company  Income  may 
be  illustrated  by  the  following  example: 

Example,  (a)  The  following  facts  exist 
with  respect  to  the  M  Corporation,  a  foreign 
personal  holding  company,  for  the  calendar 
year  1954: 

(1)  The  gross  Income  of  the  corporation  as 

defined  In  section  565  amounts  to  $300,000, 
of  which  $85,000  represents  its  distributive 
share  of  the  undistributed  foreign  personal 
holding  company  Income  of  another  foreign 
personal  holding  company  in  which  it  is  a 
shareholder,  $200,000  consists  of  dividends, 
$10,000  consists  of  fully  taxable  Interest,  and 
the  remainder  ($5,000)  consists  of  rent  re¬ 
ceived  from  the  prlncliial  shareholder  of  the 
corporation  for  the  use  of  property  owned"" 
by  the  corporation.  * 

(2)  The  expenses  of  the  corporation 
amount  $85,000,  of  which  $75,000  is  allo¬ 
cable  to  tne  maintenance  and  operation  of 

_  the  property  used  by  the  principal  share¬ 
holder  and  $10,000  consists  of  ordinary  and 
necessary  office  expenses  allowable  as  a  de¬ 
duction.  The  claim  for  deduction  for  the 
expenses  of,  and  depreciation  on,  the  rented 
property  in  excess  of  the  rent  received  for 
Its  use  is  not  established  as  provided  in  sec¬ 
tion  556  (b)  (5).  The  yearly  depreciation 
on  the  rented  property  amounts  to  $30,000. 

(3)  Federal  Income  tax  withheld  at'  the 
source  on  the  Income  of  the*  corporation 
from  sources  within  the  United  States 
amounts  to  $59,125. 

(4)  No  gain  from  the  sale  or  exchsmge  of 
stock  or  secvirities  is  realized  dxiring  the 
taxable  year,  but  losses  in  the  amovmt  of 
$10,000  are  sustained  from  the  sale  of  stock 
or  securities  which  constitute  capital  assets. 
Such  losses  are  not  allowed  as  a  deduction 
in  any  amount.  See  section  1211  (a). 

(5)  Contributions,  payment  of  which  is 
jnade  to  or  for  the  use  of  donees  described 
In  section  170  (b)  (1)  (A)  for  the  purposes 
therein  specified,  amovmt  to  $15,000,  of  which 
$5,000  is  deductible  in  computing  taxable 
Income  under  section  63. 

(6)  Dividends  paid  by  the  corporation  to 
Its  shareholders  during  the  taxable  year 
amount  to  $50,000. 

(b)  The  taxable  income  of  the  corporation 
(including  the  distributive  share  of  the  un¬ 
distributed  foreign  personal  holding  com¬ 
pany  Income  of  the  other  foreign  personal 
holding  company)  is  $180,000,  computed  as 
follows  (assuming  for  the  purposes  of  this 
example  only  that  the  expenses  of,  and  de¬ 
preciation  on,  the  rental  property  are  de¬ 
ductible  under  sections  162  and  167) : 

Income  (Section  61) 

Dividends _ $200, 000 

Interest _  10, 000 

Rent _  5, 000 


Gross  income  as  defined  in 
section  61 _  215, 000 

Add: 

Distributive  share  of  undistrib¬ 
uted  Income  of  the  other  for¬ 
eign  personal  holding  company 


(considered  as  a  dividend) _  85,000 


Gross  Income  as  defined  in 
section  555 _  300,  000 


Deductions  (Section  161) 

Expenses  allocable  to  operation  of 

the  rented  property _  $75,  000 

Depreciation  of  the  rented  prop¬ 
erty -  30, 000 

Ordinary  and  necessary  expenses 

(office) _  10,000 


Contributions  (within  the  S  per¬ 
cent  limitation  specified  in  sec¬ 
tion  170  (b)  (2)) _  $5,000 


120,000 


Taxable  income  for  purposes 
of  computing  undistrib¬ 
uted  foreign  personal  hold¬ 
ing  company  income _ ,  180, 000 

(c)  The  vmdistributed  foreign  personal 
holding  company  income  of  the  corporation 
is  $160,875,  computed  as  follows:  __ 


Taxable  income  for  purposes  of 
computing  undistributed  foreign 
personal  holding  company  in¬ 
come  _ — _ $180, 000 


Add  (see  section  556  (b)) : 

Contributions  deductible  in 
computing  taxable  income  un¬ 
der  section  63 _ 1  5,  000 

Excess  property  expenses  and  de¬ 
preciation  over  amount  of  rent 
received  for  use  of  property 
($105,000-$5,000)  .  100,000 


Total . .  105, 000 


Deduct  (see  section  556  (b)): 

Federal  income  taxes _ _  59, 125 

Contributions  (within  the  per¬ 
centage  limitations  specified  in 
section  170  (b)  (1)  (A)  and 
(B),  determined  under  the 
rules  provided  in  section  556 
(b)  (2)) . .  15,000 


Total . .  74,  125 


Net  additions  under  section  556 

(b) . . .  30,875 


Taxable  income,  as  adjusted 

under  section  556  (b) _  210,875 

Less:  Deduction  for  dividends  paid 

(see  section  561) _  60,000 


Undistributed  foreign  per¬ 
sonal  holding  company  in¬ 
come _ ^ _  160, 875 


§  1.557  Statutory  provisions;  income 
not  placed  on  annual  basis. 

Sec.  557.  Income  not  placed  on  annual 
basis.  Section  443  (b)  (relating  to  computa¬ 
tion  of  tax  on  change  of  annual  accounting 
period)  shall  not  apply  in  the  computation 
of  the  undistributed  foreign  personal  holding 
company  income  under  section  556. 

DEDUCTION  FOR  DIVIDENDS  PAID 

§  1.561  Statutory  provisions;  defini~ 
tion  of  deduction  for  dividends  paid. 

Sec.  661.  Definition  of  deduction  for  divi¬ 
dends  paid — (a)  General  rule.  The  deduc¬ 
tion  for  dividends  paid  shall  be  the  sum  of — 

(1)  The  dividends  paid  dviring  the  taxable 
year, 

(2)  The  consent  dividends  for  the  taxable 
year  (determined  under  section  565),  and 

(3)  In  the  case  of  a  personal  holding  com¬ 
pany,  the  dividend  carryover  described  in 
section  564. 

(b)  Special  rules  applicable.  In  determin¬ 
ing  the  deduction  for  dividends  paid,  the 
rules  provided  in  section  562  (relating  to 
rules  applicable  in  determining  dividends 
eligible  for  dividends  paid  deduction)  and 
section  563  (relating  to  dividends  paid  after 
the  close  of  the  taxable  year)  shall  be  ap¬ 
plicable. 

§  1.561-1  Deduction  for  'dividends 
paid.  The  deduction  for  dividends  paid 
is  applicable  in  determining  accumulated 


taxable  Income  under  section  535,  undis-  ‘ 
tributed  personal  holding  company  in¬ 
come  under  section  545,  undistributed 
foreign  personal  holding  company  in-  ^ 

come  under  section  556,  and  investment 
company  taxable  income  under  section  ^ 

852.  The  deduction  for  dividends  paid  ^ 

includes —  ^  ^ 

(a)  The  dividends  paid  during  the  tax-  ^ 
able  year — (1)  For  dividends  for  which 

the  dividends  paid  deduction  is  allow-  \ 
able,  see  section  562  and  §  1.562-1,  and  ‘ 

(2)  As  to  when  dividends  are  consid-  ‘ 
ered  paid,  see  §  1.561-2,  ] 

(b)  The  consent  dividends  for  the  tax-  ^ 

able  year,  determined  as  provided  in  sec-  ‘ 
tion  565,  and  ’ 

(c)  In  the  case  of  a  personal  holding  | 

company  the  dividend  carryover  com-  ^ 

puted  as  provided  in  section  564, 

§  1.561-2  When  dividends  are  con¬ 
sidered  paid — (a)  In  general.  (1)  A 
dividend  will  be  considered  as  paid  when 
it  is  received  by  the  shareholder.  A  de¬ 
duction  for  dividends  paid  during  t^ie 
taxable  year  will  not  be  permitted  unless 
the  shareholder  receives  the  dividend 
during  the  taxable  year  for  which  the  ! 
deduction  is  claimed.  See  section  563  for  1 
special  rule  with  respect  to  dividends  1 
paid  after  the  close  of  the  taxable  year.  i 

(2)  If  a  dividend  is  paid  by  check  and  ( 

the  check  bearing  a  date  within  the  tax-  1 

able  year  is  deposited  in  the  mails,  in  a  j 

cover  properly  stamped  and  addressed  i 
to  the  shareholder  at.  his  last  known  i 
address,  at  such  time  that  in  the  ordi-  1 
nary  handling  of  the  mails  the  check  i 
would  be  received  by  the  shareholder 
within  the  taxable  year,  a  presumption  i 
arises  that  the  dividend  was  paid  to  the 
shareholder  in  such  year.  ] 

(3)  The  payment  of  a  dividend  during  i 
the  taxable  year  to  the  authorized  agent 

of  the  shareholder  will  be  deemed  pay¬ 
ment  of  the  dividend  to  the  shareholder 
during  such  year. 

(4)  If  a  corporation,  instead  of  paying 
the  dividend  directly  to  the  shareholder, 
credits  the  account  of  the  shareholder 
on  the  books  of  the  corporation  with  the 
amount  of  the  dividend,  the  deduction 
for  a  dividend  paid  will  not  be  per¬ 
mitted  unless  it  be  shown  to  the  satis¬ 
faction  of  the  Commissioner  that  such 
crediting  constituted  payment  of  the 
dividend  to  the  shareholder  within  the 
taxable  year. 

(5)  A  deduction  will  not  be  permitted 
for  the  amount  of  a  dividend  credited 
during  the  taxable  year  upon  an  obligar 
tion  of  the  shareholder  to  the  corpora¬ 
tion  unless  it  is  shown  to  the  satisfaction 
of  the  Commissioner  that  such  crediting 
constituted  payment  of  the  dividend  to 
the  shareholder  within  the  taxable  year. 

(6)  If  the  dividend  is  payable  in  ob¬ 
ligations  of  the  corporation,  they  should 
be  entered  or  registered  in  the  taxable 
year  on  the  books  of  the  corporation,  in 
the  name  of  the  shareholder  (or  his 
nominee  or  transferee) ,  and,  in  the  case 
of  obligations  payable  to  bearer,  should 
be  received  In  the  taxable  year  by  the 
shareholder  (or  his  nominee  or  trans¬ 
feree)  to  constitute  payment  of  the  divi¬ 
dend  within  the  taxable  year. 
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(7)  In  the  case  of  a  dividend  from 
which  the  tax  has  been  deducted  and 
withheld  as  required  by  chapter  3  of  the 
Internal  Revenue  Code  of  1954  (sections 
1441-1443)  the  dividend  is  considered 
as  paid  when  such  deducting  and  with¬ 
holding  occur. 

(b)  Methods  of  accounting.  The  de¬ 
termination  of  whether  a  dividend  has 
been  paid  to  the  shareholder  by  the 
corporation  during  its  taxable  year  is  in 
no  way  dependent  upon  the  method  of 
accounting  regularly  employed  by  the 
corporation  in  keeping  its  books  or  upon 
the  method  of  accounting  upon  the  basis 
of  which  the  taxable  income  of  the  cor¬ 
poration  is  computed. 

(c)  Records.  Every  corporation  claim¬ 
ing  a  deduction  for  dividends  paid  shall 
keep  such  permanent  records  as  are  nec¬ 
essary  (1)  to  establish  that  the  dividends 
with  respect  to  which  such  deduction  is 
claimed  were  actually  paid  during  the 
taxable  year  and  (2)  to  supply  the  infor¬ 
mation  required  to  be  filed  with  the  in¬ 
come  tax  return  of  the  corporation. 
Such  corporation  shall  file  with  its  re¬ 
turn  (i)  a  copy  of  the  dividend  resolu¬ 
tion;  and  (ii)  a  concise  statement  of  the 
pertinent  facts  relating  to  the  payment 
of  the  dividend,  clearly  specifying  (a) 
the  medium  of  payment  and  (b)  if  not 
paid  in  money,  the  fair  market  value  and 
adjusted  basis  (or  face  value,  if  paid  in 
its  own  obligations)  on  the  date  of  dis¬ 
tribution  of  the  property  distributed  and 
the  manner  in  which  such  fair  market 
value  and  adjusted  basis  were  deter¬ 
mined.  Canceled  dividend  checks  and 
receipts  obtained  from  shareholders'  ac¬ 
knowledging  payment  of  dividends  paid 
otherwise  than  by  check  need  not  be 
filed  with  the  return  but  shall  be  kept 
by  the  corporation  as  a  part  of  its 
records. 

§  1.562  Statutory  provisions;  rules  ap~ 
plicable  in  determining  dividends  eligible 
for  dividends  paid  deduction. 

Sec.  562.  Rules  applicable  in  determining 
dividends  eligible  for  dividends  paid  deduc¬ 
tion — (a)  General  rule.  For  purposes  of 
this  part,  the  term  “dividend”  shall,  except  as 
otherwise  provided  in  this  section,  include 
only  dividends  described  in  section  316  (re¬ 
lating  to  definition  of  dividends  for  purposes 
of  corporate  distributions) . 

(b)  Distributions  in  liquidation.  In  the 
case  of  amounts  distributed  in  liquidation, 
the  part  of  such  distribution  which  is  prop¬ 
erly  chargeable  to  earnings  and  profits  ac¬ 
cumulated  after  February  28,  1913,  shall  be 
treated  as  a  dividend  for  purposes  of  com¬ 
puting  the  dividends  paid  deduction.  In  the 
case  of  a  complete  liquidation  occurring 
within  24  months  after  the  adoption  of  a 
plan  of  liquidation,  any  distribution  within 
such  period  pursuant  to  such  plan  shall,  to 
the  extent  of  the  earnings  and  profits  (com¬ 
puted  without  regard  to  capital  losses )  ^  of 
the  corporation  for  the  taxable  year  in  which 
such  distribution  is  made,  be  treated  as  a 
dividend  for  purposes  of  computing  the  divi¬ 
dends  paid  deduction. 

(c)  Preferential  dividends.  The  amount 
of  any  distribution  shall  not  be  considered 
as  a  dividend  for  purposes  of  computing  the 
dividends  paid  deduc  ion,  unless  such  distri¬ 
bution  is  pro  rata,  wUh  no  preference  to  any 
share  of  stock  as  compared  with  other  shares 
of  the  same  class,  and  with  no  preference  to 
one  class  of  stock  as  compared  with  another 
class  except  to  the  extent  that  the  former  is 
entitled  (without  reference  to  waivers  of 


their  rights  by  shareholders)  to  such  prefer¬ 
ence. 

(d)  Distributions  by  a  member  of  an  af¬ 
filiated  group.  In  the  case  where  a  corpo¬ 
ration  which  is  a  member  of  an  affiliated 
group  of  corporations  filing  or  required  to 
file  a  consolidated  return  for  a  taxable  year 
is  required  to  file  a  separate  personal  hold¬ 
ing  company  schedule  for  such  taxable  year, 
a  distribution  by  such  corporation  to  another 
member  of  the  affiliated  group  shall  be  con¬ 
sidered  as  a  dividend  for  purposes  of  com¬ 
puting  the  dividends  paid  deduction  if  such 
distribution  would  constitute  a  dividend 
under  the  other  provisions  of  this  section  to 
a  recipient  which  is  not  a  member  of  an  af¬ 
filiated  group. 

§  1.562-1  Dividends  for  which  the 
dividends  paid  deduction  is  allowable — 

(a)  General  rule.  Except  as  otherwise 
provided  in  section  562  and  §§  1.562-2 
and  1.562-3,  the  term  “dividend”  (for 
purposes  of  determining  dividends  eligi¬ 
ble  for  the  dividends  paid  deduction) 
refers  only  to  a  dividend  described  in 
section  316  (relating  to  definition  of  divi¬ 
dends  for  purposes  of  corporate  distri¬ 
butions)  .  However,  the  term  “dividend” 
does  not  include  a  distribution  in  liqui¬ 
dation  under  sections  331,  332,  or  333 
unless  the  distribution  qualifies  under 
section  562  (b)  and  paragraph  (b)  of 
this  section.  No  dividends  paid  deduc¬ 
tion  is  allowable  (except  as  provided  in 
section  562  (b)  and  paragraph  (b)  of 
this  section)  for  any  part  of  a  distribu¬ 
tion,  with  respect  to  a  class  of  stock, 
which  is  not  (or  would  not  be  considered 
to  be)  a  taxable  dividend  in  the  hands  of 
a  shareholder  subject  to  tax  under  this 
title.  Thus,  the  general  rule  is  that  an 
allowance  for  dividends  paid  is  permitted 
only  with  respect  to  taxable  dividends 
paid.  If  a  dividend  is  paid  in  property 
(other  than  money)  the  amount  with  re¬ 
spect  thereto  which  shall  be  used  by  the 
corporation  for  computing  its  dividend 
paid  deduction  shall  be  the  adjusted 
basis  of  the  property  in  the  hands  of  the 
distributing  corporation  at  the  time  of 
the  distribution.  See  paragraph  (c)  of 
this  section  for  special  rule  for  personal 
holding  companies.  Also  see  section  563 
for  special  rule  with  respect  to  dividends 
paid  after  the  close  of  the  taxable  year. 

•  (b)  Distributions  in  liquidation — (1) 
Distributions  in  liquidation  for  which  the 
dividends  paid  deduction  is  allowable. 
Section  562  (b)  makes  an  exception  to 
the  general  rule  that  a  deduction  for 
dividends  paid  is  permitted  only  with 
respect  to  dividends  described  in  section 
316  in  the  case  of  amounts  distributed 
in  liquidation.  Thus,  amoimts  distrib¬ 
uted  either  in  complete  or  partial  liqui¬ 
dation  of  a  corporation  pursuant  to  sec¬ 
tions  331,  332,  or  333,  are  eligible  for  a 
dividends  paid  deduction  in  an  amount 
provided  in  subparagraph  (2)  of  this 
paragraph.  For  purposes  of  section  562 

(b)  a  partial  liquidation  includes  a 
redemption  of  stock  to  which  section  302 
applies.  Amounts  distributed  in  com¬ 
plete  liquidation  of  a  corporation  to 
which  section  332  is  applicable,  which 
is  followed  by  a  transfer  to  another  cor¬ 
poration  of  all  or  part  of  the  assets  of 
the  liquidating  corporation  or  which  is 
preceded  by  such  a  transfer,  may  not 
be  eligible  for  the  dividends  paid 
deduction. 


(2)  Amount  of  dividends  paid  deduc¬ 
tion  allowable — (i)  General  rule.  In  the 
case  of  distributions  in  liquidation  with 
respect  to  which  a  deduction  for  divi¬ 
dends  paid  is  permissible  under  subpara¬ 
graph  (1)  of  this  paragraph,  the  amount 
of  the  deduction  is  equal  to  the  part  of 
such  distribution  which  is  properly 
chargeable  to  the  earnings  or  profits 
accumulated  after  February  28, 1913.  To 
determine  the  amount  properly  charge¬ 
able  to  the  earnings  or  profits  accumu¬ 
lated  after  February  28, 1913,  there  must 
be  deducted  from  the  amount  of  the 
distribution  that  part  allocable  to  cap¬ 
ital  account.  The  capital  account,  for 
the  purposes  of  this  subparagraph,  in¬ 
cludes  not  only  amounts  representing 
the  par  or  stated  value  of  the  stock  with 
respect  to  which  the  liquidation  distri¬ 
bution  is  made,  but  also  that  stock’s 
proper  share  of  the  paid-in  surplus,  and 
such  other  corporate  items,  if  any,  which 
for  purposes  of  income  taxation,  are 
treated  like  capital  in  that  they  are  not 
taxable  dividends  when  distributed  but 
are  applied  against  and  reduce  the  basis 
of  the  stock.  The  remainder  of  the  dis¬ 
tribution  in  liquidation  is,  ordinarily, 
properly  chargeable  to  the  earnings  or 
profits  'accumulated  after  February  28, 
1913.  Thus,  if  there  is  a  deficit  in  earn¬ 
ings  and  profits  on  the  first  day  of  a 
taxable  year,  and  the  earnings  and 
profits  for  such  taxable  year  do  not  ex¬ 
ceed  such  deficit,  no  dividends  paid  de¬ 
duction  would  be  allowed  for  such  taxable 
year  with  respect  to  a  distribution  in 
liquidaton;  if  the  earnings  and  profits 
for  such  taxable  year  exceed  the  deficit 
in  earnings  and  profits  which  existed  on 
the  first  day  of  such  taxable  year,  then 
a  dividends  paid  deduction  would  be 
allowable  to  the  extent  of  such  excess. 

(ii)  Special  rule.  Section  562  (b)  pro¬ 
vides  that  in  the  case  of  a  complete  liqui¬ 
dation  occurring  within  24  months  after 
the  adoption  of  a  plan  of  liquidation  the 
amount  of  the  deduction  is  equal  to  the 
earnings  and  profits  for  each  taxable 
year  in  ’  which  distributions  are  made. 
Thus,  if  there  is  a  distribution  in  liqui¬ 
dation  pursuant  to  section  333,  or  a  dis¬ 
tribution  in  complete  liquidation  pur¬ 
suant  to  sections  331  (a)  (1)  or  332  which 
occurs  within  a  24-month  period  after 
the  adoption  of  a  plan  of  liquidation,  a 
dividends  paid  deduction  will  be  allow¬ 
able  to  the  extent  of  the  current  earnings 
and  profits  for  the  taxable  year  or  years 
even  though  there  was  a  deficit  in  earn¬ 
ings  and  profits  on  the  first  day  of  such 
taxable  year  or  years.  In  computing  the 
earnings  and  profits  for  the  taxable  year 
in  which  the  distributions  are  made, 
computation  shall  be  made  with  the  in¬ 
clusion  of  capital  gains  and  without  any 
deduction  for  capital  losses. 

(iii)  Examples.  The  application  of 
this  subparagraph  may  be  illustrated  by 
the  following  examples: 

Example  (1).  The  Y  Corporation,  which 
makes  Its  Income  tax  returns  on  the  calendar 
year  basis,  was  organized  on  January  1,  1910, 
with  an  authorized  and  outstanding  capital 
stock  of  2,000  shares  of  common  stock  of  a 
par  value  of  $100  each  and  1,000  shares  of 
participating  preferred  stock  of  a  par  value 
of  $100  each.  The  preferred  stock  was  to 
receive  annual  dividends  of  $7  per  share  and 
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$100  per  share  on  complete  liquidation  of  the 
corporation  in  priority  to  any  payments  on 
common  stock,  and  was  to  participate  equally 
with  the  common  stock  in  either  instance 
after  the  common  stock  had  received  a  sim¬ 
ilar  amount.  However,  the  preferred  stock 
was  redeemable  in  whole  or  in  part  at  the 
option  of  the  board  of  directors  at  any  time  at 
$106  per  share  plus  its  proportion  of  the 
earnings  of  the  company  at  the  time  of  such 
redemption.  In  1910  the  preferred  stock  was 
Issued  at  $106  per  share,  for  ai  total  of  $106,- 
000  and  the  common  stock  was  issued,  at 
$100  per  share,  for  a  total  of  $200,000.  On 
July  15,  1954,  the  company  had  a  paid-in 
surplus  of  $6,000,  consisting  of  the  premium 
received  on  the  preferred  stock;  earnings  or 
profits  of  $30,000  accumulated  prior  to  March 
1,  1913;  and  earnings  or  profits  accumulated 
since  February  28,  1913,  or  $75,000,  On  July 
15,  1954,  the  option  with  respect  to  the  pre¬ 
ferred  stock  was  exercised  and  the  entire 
amount  of  such  stock  was  redeemed  at  $141 
per  share  or  a  total  of  $141,000  in  a  transac¬ 
tion  upon  which  gain  or  loss  to  the  distrib¬ 
utees  resulting  from  the  exchange  was  de¬ 
termined  and  recognized  under  section  302 

(a).  The  amount  of  the  distribution  allo¬ 
cable  to  capital  account  was  $116,000  ($100,- 
000  attributable  to  par  value,  $6,000  attribut¬ 
able  to  paid-in  surplus,  and  $10,000 
attributable  to  earnings  or  profits  accumu¬ 
lated  prior  to  March  1, 1913 ) .  The  remainder, 
$25,000  ($141,000,  the  amount  of  the  distribu¬ 
tion,  less  $116,000,  the  amount  allocable  to 
capital  account)  is  properly  chargeable  to 
the  earnings  or  profits  accumulated  since 
February  28,  1913,  and  is  deductible  as  divi¬ 
dends  paid. 

Example  (2).  The  M  Corporation,  a  calen¬ 
dar  year  taxpayer,  is  completely  liquidated 
on  November  1,  1955,  pursuant  to  a  plan  of 
liquidation  adopted  April  1,  1955.  On  Janu¬ 
ary  1,  1955,  the  M  Corporation  has  a  deficit 
in  earnings  and  profits  of  $100,000.  During 
the  period  January  1,  1955  to  the  date  of 
liquidation,  November  1,  1955,  it  has  earn¬ 
ings  and  profits  of  $10,000.  The  M  Corpora¬ 
tion  is  entitled  to  a  dividends  paid  deduction 
in  the  amount  of  $10,000  as  a  result  of  its 
distribution  in  complete  liquidation  on  No¬ 
vember  1,  1955. 

Example  (3).  The  N  Corporation,  a  calen¬ 
dar  year  taxpayer,  is  completely  liquidated 
on  July  1,  1958,  pursuant  to  a  plan  of  liqui¬ 
dation  adopted  February  1,  1955.  No  distri¬ 
butions  in  liquidation  were  made  pursuant 
to  the  plan  of  liquidation  adopted  February 
1,  1955,  until  the  distribution  in  complete 
liquidation  on  July  1,  1958.  On  January  1, 
1958,  N  Corporation  had  a  deficit  in  earnings 
and  profits  of  $30,000.  During  the  period 
January  1, 1958,  to  the  date  of  liquidation,  on 
July  1,  1958,  the  N  Corporation  has  earnings 
and  profits  of  $5,000.  The  N  Corporation  is 
not  entitled  to  any  deduction  for  dividends 
paid  as  a  result  of  the  distribution  in  com¬ 
plete  liquidation  on  July  1,  1958.  If  the 
earnings  and  profits  for  the  period  January 
1,  1958  to  July  1,  1958,  had  been  $32,000,  the 
N  Corporation  would  have  been  entitled  to  a 
deduction  for  dividends  paid  in  the  amount 
of  $2,000. 

(c)  Special  rule  for  personal  holding 
companies.  Section  316  (b)  (2)  provides 
that  in  the  case  of  a  corporation  which, 
under  the  law  applicable  to  the  taxable 
year  in  which  a  distribution  is  made,  is 
a  personal  holding  company,  the  term 
"dividend”  (in  addition  to  the  general 
meaning  set  forth  in  section  316  (a)) 
also  means  a  distribution  to  its  share¬ 
holders  to  the  extent  of  the  corporation’s 
undistributed  personal  holding  company 
income  (determined  under  section  545 
without  regard  to  such  distributions)  for 
the  taxable  year  in  which  the  distribution 
was  made.  See  §  1.316-1  (b). 


§  1.562-2  Preferential  dividends,  (a) 
Section  562  (c)  imposes  a  limitation 
upon  the  general  rule  that  a  corporation 
is  entitled  to  a  deduction  for  dividends 
paid  with  respect  to  all  dividends  which 
it  actually  pays  during  the  taxable  year. 
Before  a  corporation  may  be  entitled  to 
any  such  deduction  with  respect  to  a  dis¬ 
tribution  regardless  of  the  medium  in 
which  the  distribution  is  made,  every 
shareholder  of  the  class  of  stock  with 
respect  to  which  the  distribution  is  made 
must  be  treated  the  same  as  every  other 
shareholder  of  that  class,  and  no  class 
of  stock  may  be  treated  otherwise  than 
in  accordance  with  its  dividend  rights  as 
a  class.  The  limitation  imposed  by  sec¬ 
tion  562  (c)  is  unqualified,  except  in  the 
case  of  an  actual  distribution  made  in 
connection  with  a  consent  distribution 
(see  section  565),  if  the  entire  distribu¬ 
tion  composed  of  such  actual  distribution 
and  consent  distribution  is  not  preferen¬ 
tial.  The  existence  of  a  preference  is 
sufBcient  to  prohibit  the  deduction  re¬ 
gardless  of  the  fact  (1)  that  such  prefer¬ 
ence  is  authorized  by  all  the  shareholders 
of  the  corporation  or  (2)  that  the  part  of 
the  distribution  received  by  the  share¬ 
holder  benefited  by  the  preference  is 
taxable  to  him  as  a  dividend.  A  corpora¬ 
tion  will  not  be  entitled  to  a  deduction  for 
dividends  paid  with  respect  to  any  dis¬ 
tribution  upon  a  class  of  stock  if  there 
is  distributed  to  any  shareholder  of  such 
class  (in  proportion  to  the  number  of 
shares  held  by  him)  more  or  less  than  his 
pro  rata  part  of  the  distribution  as  com¬ 
pared  with  the  distribution  made  to  any 
other  shareholder  of  the  same  class.  Nor 
will  a  corporation  be  entitled  to  a  deduc¬ 
tion  for  dividends  paid  in  the  case  of  any 
distribution  upon  a  class  of  stock  if  there 
is  distributed  upon  such  class  of  stock 
more  or  less  than  the  amount  to  which  it 
is  entitled  as  compared  with  any  other 
class  of  stock.  A  preference  exists  if  any 
rights  to  pre’ference  inherent  in  any  class 
of  stock  are  violated.  The  disallowance, 
where  any  preference  in  fact  exists,  ex¬ 
tends  to  the  entire  amount  of  the  dis¬ 
tribution  and  not  merely  to  a  part  of  such 
distribution.  As  used  in  this  section,  the 
term  “distribution”  includes  a  dividend 
as  defined  in  subchapter  C  of  chapter  1 
and  a  distribution  in  liquidation  referred 
to  in  section  562  (b) . 

(b)  The  application  of  the  provisions 
of  section  562  (c)  may  be  illustrated  by 
the  following  examples: 

Example  (1).  A,  B,  C,  and  D  are  the 
owners  of  all  the  shares  of  class  A  common 
stock  in  the  M  Corporation,  which  makes  its 
income  tax  returns  on  a  calendar  year  basis. 
With  the  consent  of  all  the  shareholders,  the 
M  Corporation  on  July  15,  1954,  declared  a 
dividend  of  $5  a  share  payable  in  cash  on 
Augvist  1,  1954,  to  A.  On  September  15, 
1954,  it  declared  a  dividend  of  $5  a  share 
payable  in  cash  on  October  1,  1954,  to  B,  C, 
and  D.  No  allowance  for  dividends  paid  for 
the  taxable  year  1954  is  permitted  to  the  M 
Corporation  with  respect  to  any  part  of  the 
dividends  paid  on  August  1,  1954,  and 
October  1,  1954. 

Example  (2).  The  N  Corporation,  which 
makes  its  income  tax  returns  on  the  calendar 
3rear  basis,  has  a  capital  of  $100,000  (consist¬ 
ing  of  1,000  shares  of  common  stock  of  a  par 
value  of  $100)  and  earnings  or  profits 
accumulated  after  February  28,  1913,  In  the 
amount  of  $50,000.  In  the  year  1954,  the 
N  Corporation  distributes  $7,500  in  cancella¬ 


tion  of  50  shares  of  the  stock  owned  by  three 
of  the  four  shareholders  of  the  corporation. 
No  deduction  for  dividends  paid  is  permissi¬ 
ble  under  section  562  (c)  and  paragraph  (a) 
of  this  section  with  respect  to  such 
distribution. 

Example  (3).  The  P  Corporation  has  two 
classes  of  stock  outstanding,  10  shares  of 
cumulative  preferred,  owned  by  E,  entitled 
to  $5  per  share  and  on  which  no  dividends 
have  been  paid  for  two  years,  and  10  shares 
of  common,  owned  by  F.  On  December  31, 
1954,  the  corporation  distributes  a  dividend 
of  $125,  $50  to  E,  and  $75  to  F.  The  corpo¬ 
ration  is  entitled  to  no  deduction  for  any 
part  of  such  dividend  paid,  since  there  has 
been  a  preference  to  F.  If,  however,  the 
corporation  had  distributed  $100  to  E  and 
$25  to  F,  it  would  have  been  entitled  to  in¬ 
clude  $125  as  a  dividend  paid  deduction. 

§  1.562-3  Distributions  by  a  member 
of  an  affiliated  group.  A  personal  hold¬ 
ing  company  which  files  or  is  required  to 
file  a  consolidated  return  with  other 
members  of  an  affiliated  group  may  be 
required  to  file  a  separate  personal  hold¬ 
ing  company  schedule  by  reason  of  the 
limitations  and  exceptions  provided  in 
section  542  (b)  and  §  1.542-4.  Section 
562  (d)  provides  that  in  such  case  the 
dividends  paid  deduction  shall  be  allowed 
to  the  personal  holding  company,  with 
respect  to  a  distribution  made  to  any 
member  of  the  affiliated  group,  if  such 
distribution  would  constitute  a  dividend 
if  it  were  made  to  a  shareholder  which 
is  not  a  member  of  the  affiliated  group. 

§  1.563  Statutory  provisions;  rules  re¬ 
lating  to  dividends  paid  after  close  of 
taxable  year. 

Sec.  563.  Rules  relating  to  dividends  paid 
after  close  of  taxable  year — (a)  Accumulated 
earnings  tax.  In  the  determination  of  the 
dividends  paid  deduction  for  purposes  of  the 
accumulated  earnings  tax  imposed  by  sec¬ 
tion  531,  a  dividend  paid  after  the  close  of 
any  taxable  year  and  on  or  before  the  15th 
day  of  the  third  month  following  the  close 
of  such  taxable  year  shall  be  considered  as 
paid  during  such  taxable  year. 

(b)  Personal  holding  company  tax.  In 
the  determination  of  the  dividends  paid  de¬ 
duction  for  purposes  of  the  personal  hold¬ 
ing  company  tax  imposed  by  section  541,  a 
dividend  paid  after  the  close  of  any  taxable 
year  and  on  or  before  the  15th  day  of  the 
third  month  following  the  close  of  such 
taxable  year  shall,  to  the  extent  the  taxpayer 
elects  in  its  return  for  the  taxable  year,  be 
considered  as  paid  during  such  taxable  year. 
The  amount  allowed  as  a  dividend  by  reason 
of  the  application  of  this  subsection  with 
respect  to  any  taxable  year  shall  not  exceed 
either — 

(1)  The  undistributed  personal  holding 
company  income  of  the  corporation  for  the 
taxable  year,  computed  without  regard  to  this 
subsection,  or 

(2)  10  percent  of  the  sum  of  the  dividends 
paid  during  the  taxable  year,  computed  with¬ 
out  regard  to  this  subsection. 

(c)  Dividends  considered  as  paid  on  last 
day  of  taxable  year.  For  the  purpose  of  ap¬ 
plying  section  562  (a),  with  respect  to  dis¬ 
tributions  under  subsection  (a)  or  (b)  of 
this  section,  a  distribution  made  after  the 
close  of  a  taxable  year  and  on  or  before  the 
15th  day  of  the  third  month  following  the 
close  of  the  taxable  year  shall  be  considered 
as  made  on  the  last  day  of  such  taxable  year. 

§  1.563-1  Accumulated  earnings  tax. 
In  the  determination  of  the  dividends 
paid  deduction  for  purposes  of  the  accu¬ 
mulated  earnings  tax  imposed  by  section 
531,  a  dividend  paid  after  the  close  of 
any  taxable  year  and  on  or  before  the 
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15th  day  of  the  third  month  following 
the  close  of  such  taxable  year  shall  be 
considered  as  paid  during  such  taxable 
year,  and  shall  not  be  included  in  the 
computation  of  the  dividends  paid  de¬ 
duction  for  the  year  of  payment.  How¬ 
ever,  the  rule  provided  in  section  563  (a) 
is  not  applicable  to  dividends  paid  during 
the  first  two  and  one-half  months  of  the 
first  taxable  year  of  the  corporation  sub¬ 
ject  to  tax  under  chapter  1  of  the  In¬ 
ternal  Revenue  Code  of  1954. 

§  1.563-2  Personal  holding  company 
tax.  In  the  case  of  a  personal  holding 
company  subject  to  the  provisions  of  sec¬ 
tion  541  dividends  paid  after  the  close  of 
the  taxable  year  and  before  the  15th  day 
of  the  third  month  thereafter  shall  be  in¬ 
cluded  in  the  computation  of  the ‘divi¬ 
dends  paid  deduction  for  the  taxable 
year  only  if  the  taxpayer  so  elects  in  its 
return  for  such  taxable  year.  The  elec¬ 
tion  shall  be  made  by  including  such 
dividends  in  computing  its  dividends  paid 
deduction.  The  amount  of  such  divi¬ 
dends  which  may  be  included  in  com¬ 
puting  the  dividends  paid  deduction  for 
the  taxable  year  shall  not  exceed  either: 

(a)  The  undistributed  personal  hold¬ 
ing  company  income  of  the  corporation 
for  the  taxable  year,  computed  without 
regard  to  this  section,  or 

(b)  10  percent  of  the  sum  of  the  divi¬ 
dends  paid  during  the  taxable  year  (not 
including  consent  dividends),  computed 
without  regard  to  this  section.  In  com¬ 
puting  the  amount  of  the  dividends  paid 
deduction  allowable  for  any  taxable 
year,  the  amount  allowed  by  reason  of 
section  563  (b)  for  any  preceding  tax¬ 
able  year  is  considered  a  dividend  paid 
in  such  preceding  taxable  year  and  not 
in  the  year  of  actual  distribution.  Thus, 
a  double  deduction  is  not  allowable. 

§  1.563-3  Dividends  considered  as  paid 
on  last  day  of  taxable  year — (a)  Accu^ 
mulated  earnings  tax.  Where  a  dividend 
is  paid  after  the  close  of  the  taxable  year, 
and  is  to  be  included  in  the  computation 
,of  the  dividends  paid  deduction  for  the 
taxable  year,  such  distribution  as  a  divi¬ 
dend  shall  be  determined  according  to 
the  earnings  and  profits  of  the  corpora¬ 
tion  on  the  last  day  of  its  taxable  year. 

(b)  Personal  holding  company  tax. 
In  the  case  of  a  corporation  which  under 
the  law  applicable  to  the  taxable  year 
in  respect  of  which  a  distribution  is  made 
under  section  563  (b)  and  §  1.563-2  is  a 
personal  holding  company  under  the  law 
applicable  to  such  taxable  year,  section 
316  (b)  (2)  provides  that  the  term  divi¬ 
dend  means  (in  addition  to  the  general 
rule  under  section  316  (a) )  any  distri¬ 
bution  to  t  the  extent  of  the  corporation’s 
undistributed  personal  holding  company 
income  (determined  under  section  545 
without  regard  to  distributions  under 
section  316  (b)  (2))  for  such  year.  See 
§  1.316-1  (b). 

(c)  Dividends  paid  on  or  before  De¬ 
cember  15,  1955.  Public  Law  74  (84th 
Congress)  approved  Jime  15,  1955,  re¬ 
pealed  sections  452  and  462  of  the  Inter¬ 
nal  Revenue  Code  of  1954,  relating  to 
prepaid  income  and  reserve  for  estimated 
expenses.  Under  section  4  (c)  (4)  of 
PubUc  Law  74,  dividends  paid  after  the 
15th  day  of  the  third  month  following 


the  close  of  the  taxable  year  and  on  or 
before  December  15, 1955,  may  be  treated 
as  having  been  paid  on  the  last  day  of 
the  taxable  year  for  purposes  of  the 
accumulated  earnings  tax  or  the  per¬ 
sonal  holding  company  tax  and  in  the 
case  of  regulated  Investment  companies, 
but  only  to  the  extent  that  such  divi¬ 
dends  are  attributable  to  an  increase  in 
taxable  income  for  the  taxable  year  by 
reason  of  the  repeal  of  sections  452  and 
462.  See  §  1.9000-8  (b)  of  the  regula¬ 
tions  under  Public  Law  74. 

§  1.564  Statutory  provisions;  dividend 
carryover. 

Sec.  564  Dividend  carryover — (a)  General 
rule.  For  purposes  of  computing  the  divi¬ 
dends  paid  deduction  under  section  561,  in 
the  case  of  a  personal  holding  company  the 
dividend  carryover  for  any  taxable  year  shall 
be  the  dividend  carryover  to  such  taxable 
year,  computed  as  provided  in  subsection 
(b) ,  from  the  two  preceding  taxable  years. 

(b)  Computation  of  dividend  carryover. 
The  dividend  carryover  to  the  taxable  year 
shall  be  determined  as  follows: 

(1)  For  each  of  the  2  preceding  taxable 
years  there  shall  be  determined  the  taxable 
Income  computed  with  the  adjustments  pro¬ 
vided  in  section  545  (whether  or  not  the  tax¬ 
payer  was  a  personal  holding  company  for 
either  of  such  preceding  taxable  years) ,  and 
there  shall  also  be  determined  for  each  such 
year  the  deduction  for  dividends  paid  during 
such  year  as  provided  in  section  561  (but 
determined  without  regard  to  the  dividend 
carryover  to  such  year). 

(2)  There  shall  be  determined  for  each 
such  taxable  year  whether  there  is  an  excess 
of  such  taxable  income  over  such  deduction 
for  dividends  paid  or  an  excess  of  such  de¬ 
duction  for  dividends  paid  over  such  taxa¬ 
ble  income,  and  the  amount  of  each  such 
excess. 

(3)  If  there  is  an  excess  of  such  deductions 
for  dividends  paid  over  such  taxable  income 
for  the  first  preceding  taxable  year,  such  ex¬ 
cess  shall  be  allowed  as  a  dividend  carry¬ 
over  to  the  taxable  year. 

(4)  If  there  is  an  excess  of  ^uch  deduction 
for  dividends  paid  over  such  taxable  income 
for  the  second  preceding  taxable  year,  such 
excess  shall  be  reduced  by  the  amount  deter¬ 
mined  In  paragraph  (5),  and  the  remainder 
of  such  excess  shall  be  allowed  as  a  dividend 
carryover  to  the  taxable  year. 

(5)  The  amount  of  the  reduction  sp>ecified 
In  paragraph  (4)  shall  be  the  amount  of  the 
excess  of  the  taxable  income,  if  any,  for  the 
first  preceding  taxable  year  over  such  de¬ 
duction  for  dividends  paid.  If  any,  for  the 
first  preceding  taxable  year. 

(c)  Determination  of  dividend  carryover 
from  taxable  years  to  which  this  subtitle 
does  not  apply.  In  a  case  where  the  first  or 
second  preceding  taxable  year  began  before 
the  taxpayer’s  first  taxable  year  under  this 
subtitle,  the  amount  of  the  dividend  carry¬ 
over  to  taxable  years  to  which  this  subtitle 
applies  shall  be  determined  under  the  pro¬ 
visions  of  the  Internal  Revenue  Code  of  1939. 

§  1.564-1  Dividend  carryover — (a) 
General  rule.  ’The  dividend  carryover 
from  the  two  preceding  years,  allowable 
only  to  personal  holding  companies,  is 
includible  in  the  dividends  paid  deduc¬ 
tion  under  section  561.  It  is  computed 
as  follows: 

(1)  If,  for  each  of  the  preceding  two 
years,  the  deduction  for  dividends  paid 
under  section  561  (determined  without 
regard  to  the  dividend  carryover  to  each 
such  year)  exceeds  the  taxable  income 
(adjusted  as  provided  in  section  545  for 
purposes  of  determining  undistributed 


personal  holding  company  income)  then 
the  dividend  carryover  to  the  taxable 
year  is  the  sum  of  both  such  excess 
amounts. 

(2)  If  the  deduction  for  dividends 
paid  under  section  561  for  the  second 
preceding  year  (determined  without  re- 
’gard  to  the  dividend  carryover  to  such 
year)  exceeds  the  taxable  Income  for 
such  year  (adjusted  as  provided  in  sec¬ 
tion  545),  and  if  the  taxable  income  for 
the  first  preceding  year  (as  so  adjusted) 
exceeds  the  dividends  paid  deduction  for 
such  first  preceding  year  (as  so  deter¬ 
mined),  then  the  dividend  carryover  to 
the  taxable  year  shall  be  such  excess 
amount  for  the  second  preceding  year, 
less  such  excess  amount  for  the  first 
preceding  year. 

(3)  If  for  the  first  preceding  year  the 
deduction  for  dividends  paid  under  sec¬ 
tion  561  (determined  without  regard  to 
the  dividend  carryover  to  such  year) 
exceeds  the  taxable  income  (adjusted  as 
provided  in  section  545)  for  such  year, 
and  such  excess  is  not  present  in  the 
second  preceding  year,  then  the  dividend 
carryover  to  the  taxable  year  shall  be 
such  excess  amount  for  the  first  preced¬ 
ing  year. 

(b)  Dividend  carryover  from  year  in 
which  taxpayer  was  not  a  personal  hold¬ 
ing  company.  In  computing  the  divi¬ 
dend  carryover,  the  taxable  income  as 
adjusted  under  section  545  of  any  pre¬ 
ceding  taxable  year  shall  be  determined 
as  if  the  corporation  was,  under  the  law 
applicable  to  such  taxable  year,  a  per¬ 
sonal  holding  company. 

(c)  Dividend  carryover  from  year  in 
which  taxpayer  was  subject  to  1939  Code. 
In  a  case  where  the  first  or  the  second 
preceding  taxable  year  began  before  the 
taxpayer’s  first  taxable  year  under  the 
Internal  Revenue  Code  of  1954,  the 
amount  of  the  dividend  carryover  shall 
be  determined  under  the  Internal  Reve¬ 
nue  Code  of  1939. 

(d)  Statement  to  be  filed  with  return. 
Every  corporation  claiming  a  dividend 
carryover  for  any  taxable  year  shall  file 
with  its  return  for  such  year  a  concise 
statement  setting  forth  the  amoimt  of 
the  dividend  carryover  claimed  and  all 
material  and  pertinent  facts  relative 
thereto,  including  a  detailed  schedule 
showing  the  computation  of  the  dividend 
carryover  claimed. 

(e)  Computation  of  dividend  carry¬ 
over.  The  computation  of  the  dividend 
carryover  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (1).  The  X  Corporation,  which 
files  its  income  tax  returns  on  the  calendar 
year  basis,  has  taxable  income,  adjusted  as 
required  by  section  545,  in  the  amount  of 
$110,000  and  has  a  dividends  paid  deduction 
of  $150,000  for  the  year  1954.  For  1955,  its 
taxable  Income,  adjusted  as  required  by  sec¬ 
tion  545,  is  $200,000  and  its  dividends  paid 
deduction  is  $300,000.  The  dividend  carry¬ 
over  to  the  year  1956  is  $140,000,  computed 
as  follows: 

Dividends  paid  deduction  for  1954.  $150, 000 


Taxable  Income  for  1954 _  110,000 

Dividend  carryover  from  1954 _  40, 000 

Dividends  paid  deduction  for  1953.  300,  000 
Taxable  income  for  1955 _  200, 000 
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Dividend  carryover  from  1955 _ _  100, 000 


Dividend  carryover  for  2  preceding 
taxable  years,  allowable  as  a  de¬ 
duction  for  the  year  1956 _  140, 000 


Example  (2).  The  Y  Corporation,  which 
files  its  income  tax  returns  on  the  calendar 
year  basis,  has  taxable  income,  adjusted  as 
required*  by  section  545,  in  the  amount  of 
$100,000  and  has  a  dividends  paid  deduction 
of  $150,000  for  the  year  1954.  For  1955,  its 
taxable  Income,  adjusted  as  required  by  sec¬ 
tion  545,  is  $200,000  and  its  dividends  paid 
deduction  is  $170,000.  The  dividend  carry¬ 
over  to  the  year  1956  is  $20,00  computed  as 
follows: 

Dividends  paid  deduction  for  1954_  $150, 000 


Taxable  Income  for  1954 _  100,000 

Dividend  carryover  from  1954 _  50,  000 

Taxable  income  for  1955 -  200, 000 

Dividends  paid  deduction  for  1955.  170, 000 

Excess  of  taxable  income  over  divi¬ 
dends  paid  deduction _  30, 000 

Dividend  carryover  for  second  pre¬ 
ceding  taxable  year,  allowable  as 
a  deduction  for  the  year  1956 _ _  20, 000 


§  1.565  Statutory  provisions;  consent 
dividends. 

Sec.  565.  Conaent  dividends — (a)  General 
rule.  If  any  person  owns  consent  stock  (as 
defined  in  subsection  (f)  (1))  in  a  corpora¬ 
tion  on  the  last  day  of  the  taxable  year  of 
such  corporation,  and  such  person  agrees,  in 
a  consent  filed  with  the  return  of  such  cor¬ 
poration  in  accordance  with  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate,  to 
treat  as  a  dividend  the  amount  specified  in 
such  consent,  the  amount  so  specified  shall, 
except  as  provided  in  subsection  (b),  con¬ 
stitute  a  consent  dividend  for  purposes  of 
section  561  (relating  to  the  deduction  for 
dividends  paid). 

(b)  Limitations.  A  consent  dividend  shall 
not  include — 

(1)  An  amount  specified  in  a  consent 
which,  if  distributed  in  money,  would  con¬ 
stitute,  or  be  part  of,  a  distribution  which 
would  be  disqualified  for  purposes  of  the 
dividends  paid  deduction  under  section  562 

(c)  (relating  to  preferential  dividends),  or 

(2)  An  amount*  specified  in  a  consent 
which  would  not  constitute  a  dividend  (as 
defined  in  section  316)  if  the  total  amounts 
specified  in  consents  filed  by  the  corporation 
had  been  distributed  in  money  to  share¬ 
holders  on  the  last  day  of  the  taxable  year 
of  such  corporation. 

(c)  Effect  of  consent.  The  amount  of  a 
consent  dividend  shall  be  considered,  for 
purposes  of  this  title — 

(1)  As  distributed  in  money  by  the  corpo¬ 
ration  to  the  shareholder  on  the  last  day  of 
the  taxable  year  of  the  corporation,  and 

(2)  As  contributed  to  the  capital  of  the 
corporation  by  the  shareholder  on  such  day. 

(d)  Consent  dividends  and  other  distribu¬ 
tions.  If  a  distribution  by  a  corporation 
consists  in  part  of  consent  dividends  and  in 
part  of  money  or  other  property,  the  entire 
amount  specified  in  the  consents  and  the 
amount  of  such  money  or  other  property 
shall  be  considered  together  for  purposes  of 
applying  this  title. 

(e)  Nonresident  aliens  and  foreign  corpo¬ 
rations.  In  the  case  of  a  consent  dividend 
which,  if  paid  in  money  would  be  subject  to 
the  provisions  of  section  1441  (relating  to 
withholding  of  tax  on  nonresident  aliens)  or 
section  1442  (relating  to  withholding  of  tax 
on  foreign  corporations),  this  section  shall 
not  apply  unless  the  consent  is  accompanied 
by  money,  or  such  other  medium  of  pa3^ent 
as  the  Secretary  or  his  delegate  may  by  reg¬ 
ulations  authorize,  in  an  amount  equal  to 


the  amount  that  would  be  required  to  be 
deducted  and  withheld  under  sec^ns  1441 
or  1442  if  the  consent  dividend  nad  been, 
on  the  last  day  of  the  taxable  year  of  the 
corporation,  paid  to  the  shareholder  in 
money  as  a  dividend.  The  amount  accom¬ 
panying  the  consent  shall  be  credited  against 
the  tax  imposed  by  this  subtitle  on  the 
shareholder. 

(f)  Definitions — (1)  Consent  stock.  Con¬ 
sent  stock,  for  purposes  of  this  section,  means 
the  class  or  classes  of  stock  entitled,  after 
the  payment  of  preferred  dividends,  to  a 
share  in  the  distribution  (other  than ,  in 
complete  or  partial  liquidation)  within  the 
taxable  year  of  all  the  remaining  earnings 
and  profits,  which  share  constitutes  the  same 
proportion  of  such  distribution  regardless 
of  the  amount  of  such  distribution. 

(2)  Preferred  dividends.  Preferred  divi¬ 
dends,  for  purposes  of  this  section,  means  a 
distribution  (other  than  in  complete  or  par¬ 
tial  liquidation),  limited  in  amount,  which 
must  be  made  on  any  class  of  stock  before 
a  further  distribution  (other  than  in  com¬ 
plete  or  partial  liquidation)  of  earnings  and 
profits  may  be  made  within  the  taxable 
year. 

§  1.565-1  General  rule,  (a)  The  divi¬ 
dends  paid  deduction,  as  defined  in  sec¬ 
tion  561,  includes  the  consent  dividends 
for  the  taxable  year.  A  consent  dividend 
is  a  hypothetical  distribution  (as  dis¬ 
tinguished  from  an  actual  distribution) 
which  any  person,  who  owns  consent 
stock  on  the  last  day  of  the  taxable  year 
of  the  corporation,  agrees  to  treat  as  a 
dividend,  subject  to  the  limitations  in 
section  565  (b)  and  §  1.565-2.  The 
amount  of  the  distribution  must  be 
specified  by  such  person  in  a  consent  (or 
consents)  filed  at  the  time  and  in  the 
manner  specified  in  paragraph  (b)  of 
this  section. 

(b)  Making  and  filing  of  consents. 
(DA  consent  shall  be  made  on  Form  972 
in  accordance  with  this  section  and  the 
instructions  on  the  form  issued  there¬ 
with.  It  may  be  made  only  by  or  on 
behalf  of  a  person  who  was  the  actual 
owner  on  the  last  day  of  the  corporation’s 
taxable  year  of  any  class  of  consent  stock, 
that  is,  the  person  who  would  have  been 
required  to  include  in  gross  income  any 
dividends  on  such  stock  actually  distrib¬ 
uted  on  the  last  day  of  such  year.  Form 
972  shall  contain  or  be  verified  by  a 
written  declaration  that  it  is  made  under 
the  penalties  of  perjury.  In  the  consent 
such  person  must  agree : 

(1)  To  include  in  his  gross  income  for 
his  taxable  year  in  which  or  with  which 
the  taxable  year  of  the  corporation  ends 
a  specific  amount  as  a  taxable  dividend; 
and 

(ii)  If  he  is  a  shareholder  who  is  tax¬ 
able  with  respect  to  a  dividend  only' if 
received  from  sources  within  the  United 
States,  that  the  specific  amount  stated 
in  his  consent  shall  be  considered  as  a 
dividend  received  by  him  from  sources 
within  the  United  States. 

(2)  See  §  1.565-2  for  rules  as  to  when 
all  or  a  portion  of  the  amount  so  specified 
will  be  disregarded  for  tax  purposes. 

(3)  A  consent  may  be  filed  at  any  time 
not  later  than  the  due  date  of  the  corpo¬ 
ration’s  income  tax  return  for  the  tax¬ 
able  year  for  which  the  dividends  paid 
deduction  is  claimed.  With  such  return, 
and  not  later  than  the  due  date  thereof, 
the  corporation  must  file  Forms  972  duly 
executed  by  each  consenting  shareholder, 


and  a  return  on  Form  973  showing  by 
c^ses  the  stock  outstanding  on  the  first 
and  last  days  of  the  taxable  year,  the 
divideiid  righta  of  such  stock,  distribu¬ 
tion  made  during  the  taxable  year  to 
shareholders,  and  giving  all  the  other 
information  required  by  the  form.  Form 
973  shall  contain  or  be  verified  by  a  writ¬ 
ten  declaration  that  it  is  made  under 
the  penalties  of  perjury. 

(c)  Taxability  of  amounts  specified  in 
consents.  (1)  Once  a  shareholder’s  con¬ 
sent  is  filed,  the  full  amount  specified 
therein  shall  be  included  in  his  gross 
income  as  a  taxable  dividend,  except  as 
otherwise  provided  in  section  565  (b)  and 
§  1.565-2.  In  cases  where  the  share¬ 
holder  is  taxable  on  a  dividend  only  if 
received  from  sources  within  the  United 
States,  the  amount  specified  in  the  con¬ 
sent  shall  be  treated  as  a  dividend  from 
such  sources. 

(2)  Except  as  provided  in  section  565 
(b)  and  §  1.565-2,  the  ground  upon 
which  a  consent  dividends  deduction  is 
denied  the  corporation  does  not  affect 
the  taxability  of  a  shareholder  whose 
consent  has  been  filed  for  the  amount 
specified  in  his  consent.  Thus',  he  is 
taxable  on  the  full  amount  so  specified 
even  though  a  consent  dividends  deduc¬ 
tion  may  be  denied  the  corporation  or 
may  be  of  less  value  to  it  because,  for 
example,  (i)  it  is  determined  that  it  is 
not  a  corporation  subject  to  part  I,  II, 
or  III  of  subchapter  G  of  chapter  1  of 
the  Internal  Revenue  Code  of  1954,  (ii) 
although  subject  to  part  II  of  subchap- 
ter  G  of  the  1954  Code,  its  taxable  in¬ 
come  (as  adjusted  under  section  545  (b) 
and  §  1.545-2  is  less  than  the  total  of 
the  consent  dividends,  (iii)  a  consenting 
shareholder  who  is  taxable  with  respect 
to  a  dividend  ‘  only  if  received  from 
sources  within  the  United  States  fails 
to  agree  that  the  amount  specified  in  his 
consent  shall  be  considered  as  a  divi¬ 
dend  received  by  him  from  sources 
within  the  United  States,  or  (iv)  in  the 
case  of  nonresident  aliens  or  foreign 
corporations,  payment  has  not  been 
made  as  required  by  section  565  (e)  and 
§  1.565-5. 

§  1.565-2  Limitations,  (a)  Amounts 
specified  in  consents  are  not  treated  as 
consent  dividends  to  the  extent  that  they 
would  constitute  a  preferential  dividend, 
or  would  not  constitute  a  dividend  (as 
defined  in  section  316),  if  distributed  in 
money  to  shareholders  on  the  last  day 
of  the  taxable  year  of  the  corporation. 
If  any  portion  of  an  aniount  specified  in 
a  consent  is  not  treated  as  a  consent 
dividend  under  section  565  and  this  s^- 
tion,  it  is  disregarded  for  all  tax  pur¬ 
poses.  For  example,  it  is  not  taxable 
to  the  consenting  shareholder,  and 
§  1.565-1  (c)  is  not  applicable  to  such 
portion  of  the  amopnt  specified  in  the 
consent. 

(b)  (1)  A  preferential  distribution  is 
an  actual  distribution,  or  a  consent  dis¬ 
tribution,  or  a  combination  of  the  two, 
which  involves  a  preference  to  one  or 
more  shares  of  stock  as  compared  with 
other  shares  of  the  same  class  or  to  one 
class  of  stock  as  compared  with  any 
other  class  of  stock.  See  section  562 
(c)  and  §  1.562-2. 
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(2)  The  application  of  section  565  (b) 

(1)  may  be  illustrated  by  the  following 
examples: 

Example  (i).  >  The  X  Corporation,  which 
xnakes  its  Income  tax  returns  on  the  calen¬ 
dar  year  basis,  has  200  shares  of  stock  out¬ 
standing,  owned  by  A  and  B  in  equal 
amounts.  On  December  15,  1954,  the  corpo¬ 
ration  distributes  $600  to  B  and  $100  to  A. 

As  a  part  of  the  same  distribution  A  ex¬ 
ecutes  a  consent  to  include  $500  in  his  gross 
income  as  a  taxable  dividend  though  such 
amount  is  not  distributed  to  him.  The  X 
Corporation  assuming  the  other  require¬ 
ments  of  section  565  have  been  complied 
with  is  entitled  to  a  consent  dividends  de¬ 
duction  of  $500.  Although  the  consent  divi¬ 
dend  is  deemed  to  have  been  paid  on  De¬ 
cember  31,  1954,  the  last  day  of  the  taxable 
year  of  the  corporation,  they  constitute  a 
single  nonpreferential  distribution  of  $1,200. 

Example  (2).  The  Y  Corporation,  which 
makes  its  incopae  tax  returns  on  the  calen¬ 
dar  year  basis,  has  one  class  of  consent  stock 
outstanding,  owned  in  equal  amounts  by  A, 

B,  and  C.  On  December  15,  1964,  the  cor¬ 
poration  makes  a  distribution  in  cash  of 
$5,000  each  to  A  and  B,  and  $3,000  to  C.  The 
distribution  is  preferential.  If  A  and  B  each 
receive  a  distribution  in  cash  of  $5,000  and  C 
consents  to  include  $3,000  in  gross  income 
as  a  taxable  dividend,  the  combined  actual 
and  consent  distribution  is  preferential. 
Similarly,  if  no  one  receives  a  distribution 
in  cash,  but  A  and  B  each  consents  to  In¬ 
clude  $5,000  as  a  taxable  dividend  in  gross 
income  and  C  agrees  to  include  only  $3,000, 
the  consent  distribution  is  'preferential. 

Example  (3).  The  Z  Corporation,  which 
makes  its  income  tax  returnq  on  the  calen¬ 
dar  year  basis,  has  only  two  classes  of  stock 
outstanding,  each  class  being  consent  stock 
and  consisting  of  500  shares.  Class  A,  with 
a  par  value  of  $40  per  share,  is  entitled  to 
two-thirds  of  any  distribution  of  earnings 
and  profits.  Class  B,  with  a  par  value  of 
$20  per  share,  is  entitled  to  one-third  of 
any  distribution  of  earnings  and  profits.  On 
December  15, 1954,  there  is  distributed  on  the 
class  B  stock  $2  per  share,  or  $1,000,  and 
shareholders  of  the  class  A  stock  consent  to 
Include  in  gross  income  amounts  equal  to 
$2  per  share,  or  $1,000.  The  distribution  is 
preferential.  Inasmuch  as  the  class  B  stock 
has  received  more  than  its  pro  rata  share  of 
the  combined  amounts  of  the  actual  distri¬ 
butions  and  the  consent  distributions. 

(c)  (1)  An  additional  limitation  under 
section  565  (b)  is  that  the  amounts  spe¬ 
cified  in  consents  which  may  be  treated 
as  consent  dividends  cannot  exceed  the 
amounts  which  would  constitute  a  divi¬ 
dend  (as  defined  in  section  316)  if  the 
corporation  had  distributed  the  total 
specified  amounts  in  money  to  share¬ 
holders  on  the  last  day  of  the  taxable 
year  of  the  corporation.  If  only  a  por¬ 
tion  of  such  total  would  constitute  a  divi¬ 
dend,  then  only  a  corresponding  portion 
of  each  specified  amount  is  treated  as  a 
consent  dividend. 

(2)  The  application  of  section  565  (b) 
(2)  may  be  illustrated  by  the  following 
example: 

Example.  The  X  Corporation,  which 
makes  its  income  tax  returns  on  the  calendar 
year  basis,  has  only  one  class  of  stock  out¬ 
standing,  owned  in  equal  amounts  by  A  and 
B.  It  makes  no  distributions  during  the  tax¬ 
able  year  1954.  Its  earnings  and  profits  for 
the  calendar  year  1954  amount  to  $8,000, 
there  being  at  the  beginning  of  such  year  no 
accumulated  earnings  or  profits.  A  and  B 
execute  proper  consents  to  include  $5,000 
each  in  their  gross  income  as  a  dividend  re¬ 
ceived  by  them  on  December  31,  1954.  The 
sum  of  the  amount  specified  in  the  consents 
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executed  by  A  and  B  Is  $10,000,  but  If  $10,000 
bad  actuaUy  been  distributed  by  the  X  Cor¬ 
poration  on  December  31,  1954,  only  $8,000 
would  have  constituted  a  dividend  under 
section  316  (a).  The  amount  which  could 
be  considered  as  consent  dividends  in  com¬ 
puting  the  dividends  paid  deduction  for  pur¬ 
poses  of  the  accumulated  earnings  tax  is 
limited  to  $8,000,  or  $4,000  of  the  $5,000  speci¬ 
fied  in  each  consent.  The  remaining  $1,000 
in  each  consent  is  disregarded  for  all  tax 
purposes.  The  amount  which  could  be  con¬ 
sidered  as  consent  dividends  in  computing 
the  dividends  paid  deduction  for  purposes  of 
the  personal  holding  company  tax  is  $10,000 
(assuming  that  the  undistributed  personal 
holding  company  Income,  determined  with¬ 
out  regard  to  distributions  under  section  316 
(b)  (2),  is  equal  to  at  least  that  amount). 

§  1.565-3  Effect  of  consent,  (a)  The 
amount  of  the  colisent  dividend  shall  be 
considered,  for  all  purposes  of  the  In¬ 
ternal  Revenue  Code  of  1954,  as  if  it  were 
distributed  in  money  by  the  corporation 
to  the  shareholder  on  the  last  day  of  the 
taxable  year  of  the  corporation,  received 
by  the  shareholder  on  such  day,  and  im¬ 
mediately  contributed  by  the  shareholder 
as  paid-in  capital  to  the  corporation  on 
such  day.  Thus,  the  amount  of  the  con¬ 
sent  dividend  will  be  treated  by  the 
shareholder  as  a  dividend.  The  share¬ 
holder  will  be  entitled  to  the  dividends 
received  credit  under  section  34  and  the 
exclusion  under  section  116,  or  to  the 
dividends  received  deduction  under  sec¬ 
tion  243,  with  respect  to  such  consent 
dividend.  The  basis  of  the  shareholder’s 
consent  stock  in  a  corporation  will  be 
increased  by  the  amount  thus  treated  in 
his  hands  as  a  dividend  which  he  is  con¬ 
sidered  as  having  contributed  to  the  cor¬ 
poration  as  paid-in  capital.  The  amount 
of  the  consent  dividend  will  also  be 
treated  as  a  dividend  received  from 
sources  within  the  United  States  in  the 
same  manner  as  if  the  dividend  had  been 
paid  in  money  to  the  shareholders. 
Among  other  effects  of  the  consent 
dividend,  the  earnings  and  profits  of  the 
corporation  will  be  decreased  by  the 
amount  of  the  consent  dividends.  More¬ 
over,  if  the  shareholder  is  a  corporation, 
its  accumulated  earnings  and  profits  will 
be  increased  by  the  amount  of  the  con¬ 
sent  dividend  with  respect  to  which  it 
makes  a  consent. 

(b)  The  application  of  section  565  (c) 
to  a  corporate  shareholder  may  be  il¬ 
lustrated  by  the  following  examples: 

Example  (f).  The  A  Corporation  has  one 
shareholder,  the  B  Corporation,  whose  con¬ 
sent  to  include  $10,000  in  its  gross  Income 
for  the  calendar  year  1954  has  been  duly 
made  and  filed.  The  earnings  and  profits 
of  the  A  Corporation  for  the  calendar  year 
1954  amount  to  only  $8,000,  there  being  at 
the  beginning  of  such  year  no  accumulated 
earnings  or  profits.  If  A  Corporation  was 
a  personal  holding  company  for  1954,  the 
B  Corporation  may  nevertheless  Include  in 
its  gross  income  $10,000  as  a  taxable  divi¬ 
dend  under  section  316  (b)  (2).  On  the 
other  hand,  if  A  was  not  a  personal  holding 
company  for  1954,  the  B  Corporation  must 
Include  in  its  gross  income  $8,000  as  a  taxable 
dividend. 

Example  (2).  Assume  the  B  Corporation 
to  have  begun  the  year  1954  with  $5,000 
accumulated  earnings  and  profits,  to  have 
made  no  distributions  during  the  year,  and 
to  have  had  neither  profit  ncsr  loss  from 
operations  during  the  year  1954.  If  the 
A  Corporation  was  a  personal  holding  com¬ 
pany  for  1954,  the  amount  of  $10,000  in¬ 


cluded  In  the  Income  of  the  B  Corporation 
shall  be  considered  as  earnings  and  profits 
for  the  year  1954  and  the  earnings  and 
profits  of  B  Corporation  at  the  close  of  such 
year  will  include  both  the  $5,000  accumu¬ 
lated  earnings  and  profits  and  the  $10,000 
included  in  income.  But  if  A  Corporation 
was  not  a  personal  holding  company  for 
1954,  the  amount  of  $8,000  included  in  the 
income  of  the  B  Corporation  shall  be  con¬ 
sidered  as  earnings  and  profits  for  the  year 
1954  and  the  earnings  and  profits  of  B  Cor¬ 
poration  at  the 'close  of  such  year  will  in¬ 
clude  both  the  $5,000  accumulated  earnings 
and  profits  and  the  $8, COO  included  in 
income. 

§  1.565-4  Consent  dividends  and  other 
distributions.  Section  565  (d)  provides 
a  rule  applicable  where  a  distribution  is 
made  in  part  in  consent  dividends  and 
in  part  in  money  or  other  property. 
With  respect  to  such  a  distribution  the 
entire  amount  specified  in  the  consents 
and  the  amount  of  such  money  or  other 
property  shall  be  considered  together. 
Thus,  if  as  a  part  of  the  same  distribu¬ 
tion  consents  are  filed  by  some  of  the 
shareholders  and  cash  is  distributed  to 
other  shareholders,  for  example,  those 
who  may  be  unwilling  to  sign  consents, 
the  total  amount  of  the  cash  and  the 
amounts  specified  in  the  consents  will 
be  viewed  as  a  single  distribution  to 
determine  the  tax  effects  of  such  dis¬ 
tribution,  For  example,  the  total  of 
such  amounts  must  be  considered  to  de¬ 
termine  whether  the  distribution  (in¬ 
cluding  the  amounts  specified  in  the  con¬ 
sents)  is  preferential  and  whether  any 
part  of  such  distribution  would  not  be 
dividends  if  the  total  amounts  specified 
in  the  consents  wei;e  distributed  in  cash. 

§  1.565-5  Nonresident  aliens  and  for~ 
eign  corporations.  In  the  event  that  any 
consent  filed  by  the  corporation  is  made 
by  a  shareholder  to  whom  the  payment 
of  a  dividend  in  cash  on  the  last  day  of 
the  taxable  year  of  the  corporation 
would  have  made  it  necessary  for  the 
corporation  to  deduct  and  withhold  any 
amount  as  a  tax  under  section  1441  or 
section  1442,  such  consent,  when  filed 
by  the  corporation,  must  be  accompanied 
by  payment  of  the  amoimt  which  would 
have  been  required  to  be  deducted  and 
withheld  if  the  amount  specified  in  such 
consent  had,  on  the  last  day  of  the  cor¬ 
poration’s  taxable  year,  been  paid  to 
th^  shareholder  in  cash  as  a  dividend. 
Such  payment  must  be  in  one  of  the 
following  forms: 

(a)  Cash; 

(b)  United  States  postal  money  order; 

(c)  Certified  check  drawn  on  a  do¬ 
mestic  bank,  provided  that  the  law  of 
the  place  where  the  bank  is  located  does 
not  permit  the  certification  to  be  re¬ 
scinded  prior  to  presentation; 

(d)  A  cashier’s  check  of  a  domestic 
bank,  or 

(e)  A  draft  on  a  domestic  bank  or  a 
foreign  bank  maintaining  a  United 
States  agency  or  branch  and  payable  in 
United  States  funds. 

The  amount  of  such  payment  shall  be 
credited  against  the  tax  imposed  on  the 
shareholder. 

§  1.565-6  Definitions — (a)  Consent 
stock.  (1)  The  term  “consent  stock’’ 
includes  what  is  generally  known  as 
common  stock.  It  also  includes  par- 
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tlcipatlng  preferred  stock,  the  participa¬ 
tion  rights  of  which  are  unlimited. 

(2)  The  definition  of  consent  stock 
may  be  illustrated  by  the  following 
example: 

Example.  If  In  tloe  case  of  the  X  Corpora¬ 
tion  there  is  only  one  class  of  stock  out¬ 
standing.  It  would  all  be  consent  stock.  If, 
on  the  other  hand,  there  were  two  classes  of 
stock,  class  A  and  class  B,  and  class  A  was 
entitled  to  6  percent  before  any  distribution 
could  be  made  on  class  B,  but  class  B  was 
entitled  to  everything  distributed  after  class 
A  had  received  its  6  percent,  only  class  B 
stock  would  be  consent  stock.  Similarly,  if 
class  A,  after  receiving  its  6  percent,  was 
to  participate  equally  or  in  some  fixed  pro¬ 
portion  with  class  B  until  it  had  received 
a  second  6  percent,  after  which  class  B  alone 
was  entitled  to  any  further  distributions, 
only  class  B  stock  would  be  consent  stock. 
The  same  result  would  follow  if  the  order  of 
preferences  were  class  A  6  percent,  then 
class  B  6  percent,  then  class  A  a  second  6 
percent,  either  alone  or  in  conjunction  with 
class  B,  then  class  B  the  remainder.  If,  how¬ 
ever,  class  A  stock  is  entitled  to  ultimate 
participation  without  limit  as  to  amount, 
then  it,  too,  may  be  consent  stock.  For  ex¬ 
ample,  if  class  A  is  to  receive  3  percent  and 
then  share  equally  or  in  some  fixed  propor¬ 
tion  with  class  B  in  the  remainder  of  the 
earnings  or  profits  distributed,  both  class 
A  stock  and  class  B  stock  are  consent  stock. 

(b)  Preferred  dividends.  (1)  The 
term  “preferred  dividends”  includes  all 
fixed  amounts  (whether  determined  by 
percentage  of  par  value,  a  stated  return 
expressed  in  a  certain  number  of  dollars 
per  share,  or  otherwise)  the  distribution 
of  which  on  any  class  of  stock  is  a  con¬ 
dition  precedent  to  a  further  distribution 
of  earnings  or  profits  (not  including  a 
distribution  in  partial  or  complete 
liquidation) .  A  distribution,  though  ex¬ 
pressed  in  terms  of  a  fixed  amount,  is 
not  a  preferred  dividend,  however,  imless 
it  is  preferred  over  a  subsequent  dis¬ 
tribution  within  the  taxable  year  upon 
some  class  or  classes  of  stock  other  than 
one  on  which  it  is  payable. 

(2)  The  definition  of  preferred  divi¬ 
dends  may  be  illustrated  by  the  following 
example: 

Example.  If.  in  the  case  of  the  X  Corpo¬ 
ration,  there  are  only  two  classes  of  stock 
outstanding,  class  A  and  class  B,  and  class  A 
is  entitled  to  a  distribution  of  6  percent  of 
par,  after  which  the  balance  of  the  earnings 
and  profits  are  distributable  on  class  B  ex¬ 
clusively,  class  A’s  6  percent  is  a  preferred 
dividend.  If  the  order  of  preferences  is  class 
A  (6  per  share,  class  B  $6  per  share,  then 
class  A  and  class  B  in  fixed  proportions  untU 
class  A  receives  $3  more  per  share,  then  class 
B  the  remainder,  all  of  class  A’s  $9  per  share 
and  $6  per  share  of  the  amoimt  distributable 
on  class  B  are  preferred  dividends.  The 
amount  which  class  B  is  entitled  to  receive 
in  conjunction  with  the  payment  to  class  A 
of  its  last  $3  per  share  is  not  a  preferred  divi¬ 
dend.  because  the  payment  of  such  amount 
is  preferred  over  no  subsequent  distribution 
except  one  made  on  class  B  itself.  Finally, 
If  a  distribution  must  be  $6  on  class  A,  $6 
on  class  B,  then  on  class  A  and  class  B  sharo 
and  share  alike,  the  distribution  on  class  A 
of  $6  and  the  distribution  on  class  B  of  $6 
are  both  preferred  dividends. 

[F.  R.  Doc.  56-9413;  Filed,  Nov.  15.  1956; 

8:51  a.  m.] 


PROPOSED  RULE  MAKING 

DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 
[  43  CFR  Part  185  1 

Mining,  Development  and  Utilization  of 
THE  Mineral  Resources  of  Publio 
Lands  Withdrawn  or  Reserved  for 
Power  Development 

NOTICE  OF  PROPOSED  RULE  MAKING 

Notice  is  hereby  given  that  pursuant  to 
the  authority  vested  in  the  Secretary  of 
the  Interior  by  the  act  of  August  11, 
1955  (69  Stat.  681)  and  Revised  Statutes 
2478  (43  U.  S.  C.  1201),  it  is  proposed  to 
issue  regulations  implementing  the  said 
act  of  August  11, 1955,  ^upra,  so  far  as  is 
necessary.  The  primary  purpose  of  the 
act  is  to  permit  the  mining,  development 
and  utilization  of  the  mineral  resources 
of  all  public  lands  withdrawn  or  re¬ 
served  for  power  development  and  also 
to  require  that  notices  of  location  and 
statements  as  to  assessment  work  done 
or  improvements  made  be  filed  for  record 
in  the  United  States  Land  Office  of  the 
land  district  in  which  the  claim  is 
located. 

Interested  persons  may  submit  In 
triplicate  written  comments,  suggestions, 
or  objections  with  respect  to  the  pro¬ 
posed  regulations  to  the  Bureau  of  Land 
Management,  Washington  25,  D.  C., 
within  30  d^ys  from  the  date  of  publica¬ 
tion  of  this  notice  in  the  Federal 
Register. 

Dated:  November  9,  1956. 

Fred  A.  Seaton, 
Secretary  of  the  Interior, 

Part  185  is  amended  by  adding  the 
following: 

Sec. 

185.102  Purpose  and  authority. 

185.103  Powersite  lands  opened  to  mineral 

location  and  development  excep¬ 
tion. 

185.104  Power  rights  retained  in  United 

States. 

185.105  O.  &  C.  R.  R.  and  Coos  Bay  Wagon 

lands  subject  to  act  of  April  8. 
1948. 

185.106  Placer  locator  to  conduct  no  mining 

operation  for  60  days. 

185.107  Hearing,  time  and  place;  fees  and 

costs. 

185.108  Bond  or  deposit  required. 

185.109  Restoration  of  surface  condition. 

185.110  Act  Ineffective  as  to  other  with¬ 

drawals. 

185.111  Prospecting  and  development  at 

financial  risk  of  party  or  parties 
doing  work. 

185.112  United  States  not  liable  except  for 

negligence. 

185.113  Owner  of  claim  to  file  notice  of  loca¬ 

tion  and  assessment  work. 

185.114  No  limitation  or  restriction  of  rights 

under  valid  claims  located  prior  to 
withdrawal. 

185.115  No  limitation  of  rights  where  claim¬ 

ant  In  diligent  prosecution  of 
work  when  future  withdrawal 
made. 

185.116  Mining  claim  and  mill  site  use; 

limitation. 

Authoritt:  S$  185.102  to  185.116  issued 
under  R.  S.  2478,  as  amended,  43  U.  S.  C.,  sec. 
1201;  69  Stat.  681,  30  U.  S.  C.,  sec  621. 


§  185.102  Purpose  and  authority.  The 
act  of  August  11, 1955  (69  Stat.  681)  was 
enacted  “To  permit  the  fiiining,  develop¬ 
ment,  and  utilization  of  the  mineral  re¬ 
sources  of  all  public  lands  withdrawn  or 
reserved  for  power  development,  and  for 
other  purposes”.  The  regulations  in  this 
part  are  intended  to  implement  those 
parts  of  the  act  which  require  action  by 
the  Department  of  the  Interior.  The  ex¬ 
pression  “act”  shall  mean  the  act  of  Au¬ 
gust  11,  1955  (69  Stat.  681),  cited  in  the 
act  as  the  “Mining  Claims  Rights  Restor¬ 
ation  Act  of  1955”. 

§  185.103  Power  site  lands  opened  to 
mineral  location  and  development:  ex¬ 
ception.  The  act  in  section  2  provides  in 
part  as  follows: 

All  public  lands  belonging  to  the  United 
States  heretofore,  now  or  hereafter  with¬ 
drawn  or  reserved  for  power  development  or 
power  sites  shall  be  open  to  entry  for  location 
and  patent  of  mining  claims  and  for  mining, 
development,  beneficiation,  removal,  and 
utilization  of  the  mineral  resources  of  such 
lands  under  applicable  Federal  statutes; 

•  •  •  that  nothing  contained  herein  shall  be 
construed  to  open  for  the  purposes  described 
In  this  section  any  lands  (1)  which  are  in¬ 
cluded  in  any  project  operating  or  being 
constructed  under  a  license  or  permit  issued 
under  the  Federal  Power  Act  or  other  act  of 
Congress,  or  (2)  which  are  under  examination 
and  survey  by  a  prospective  licensee  of  the 
Federal  Power  Commission,  if  such  prospec¬ 
tive  licensee  holds  an  uncanceled  preliminary 
permit  issued  under  the  Federal  Power  Act 
authorizing  him  to  conduct  such  examina¬ 
tion  and  survey  with  respect  to  such  lands 
and  such  permit  has  not  been  renewed  in  the 
case  of  such  prospective  licensee  more  than 
once. 

§  185.104  Power  rights  retained  in 
the  United  States,  (a)  The  act  in  the 
first  proviso  provides  as  follows: 

That  all  power  rights  to  such  lands  shall 
be  retained  by  the  United  States. 

(b)  Under  this  proviso  every  notice  of 
location  made  must  contain  a  statement 
that  it  is  made  subject  to  the  act  and 
every  patent  issued  for  such  a  location 
must  contain  a  reservation  unto  the 
United  States,  its  permittees  or  licensees 
of  the  right  to  enter  upon,  occupy  and 
use,  any  part  of  the  lands  for  power  pur¬ 
poses  without  any  claim  or  right  to  com¬ 
pensation  accruing  to  the  locator  or 
successor  in  interest  from  the  occupa¬ 
tion  or  use  of  any  of  the  lands  within 
the  location,  for  such  purposes.  Fur¬ 
thermore,  the  patent  will  contain  a  pro¬ 
vision  that  the  United  States,  its  per¬ 
mittees  and  licensees  shall  not  be 
responsible  or  held  liable  or  incur  any 
liability  for  the  damage,  destruction,  or 
loss  of  any  mining  claim,  mill  site, 
facility  installed  or  erected,  income,  or 
other  property  or  investments  resulting 
from  the  actual  use  of  such  lands  or 
portions  thereof  for  power  development 
at  any  time  where  such  power  develop¬ 
ment  is  made  by  or  under  the  authority 
of  the  United  States,  except  where  such 
damage,  destruction,  or  loss  results  from 
the  negligence  of  the  United  States,  its 
permittees  and  licensees. 

§  185.105  O.  &  C.  R.  R.  and  Coos  Bay 
Wagon  lands  subject  to  the  Act  of  April 
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8,  1948.  The  act  in  the  second  proviso 
thereof  provides 

that  locations  made  under  the  act  within 
the  revested  Oregon  and  California  Railroad 
and  reconveyed  Coos  Bay  Wagon  grant  lands 
shall  also  be  subject  to  the  provisions  of  the 
Act  of  April  8.  1948  (62  Stat.  162). 

See  §§  185.37a-185.37e. 

§  185.106  Placer  locator  to  conduct 
no  mining  operations  for  60  days,  (a) 
The  act  in  section  2  (b)  provides  in  part 
as  follows; 

The  locator  of  a  placer  claim  under  this 
Act,  however,  shall  conduct  no  mining  oper¬ 
ations  for  a  period  of  sixty  days  after  the 
filing  of  a  notice  of  location  pursuant  to  sec¬ 
tion  4  of  this  Act.  If  the  Secretary  of  the 
Interior,  within  sixty  days  from  the  filing  of 
the  notice  of  location,  notifies  the  locator 
by  registered  mall  of  the  Secretary’s  inten¬ 
tion  to  hold  a  public  hearing  to  determine 
whether  placer  mining  operations  would  sub¬ 
stantially  Interfere  with  other  uses  of  the 
land  Included  within  the  placer  claim,  min¬ 
ing  operations  on  that  claim  shall  be  fvirther 
suspended  until  the  Secretary  has  held  the 
hearing  and  has  issued  an  appropriate  order. 
The  order  issued  by  the  Secretary  of  the  In¬ 
terior  shall  provide  for  one  of  the  following: 

(1)  a  complete  prohibition  of  pltujer  mining; 

(2)  a  permission  to  engage  in  placer  mining 
upon  the  condition  that  the  locator  shall, 
following  placer  operations,  restore  the  sur¬ 
face  of  the  claim  to  the  condition  in  which  it 
was  immediately  prior  to  those  operations; 
or  (3)  a  general  permission  to  engage  in 
placer  mining.  No  order  by  the  Secretary 
with  respect  to  such  operations  shall  be  valid 
unless  a  certified  copy  is  filed  in  the  same 
State  or  county  office  in  which  the  locator’j# 
notice  of  location  has  been  filed  in  com¬ 
pliance  with  the  United  States  mining  laws. 

(b)  Upon  receipt  of  a  notice  of  loca¬ 
tion  of  a  placer  claim  filed  in  accordance 
with  §  185.113  for  land  subject  to  loca¬ 
tion  under  the  act,  a  determination  will 
be  made  by  the  authorized  officer  of  the 
Bureau  of  Land  Management  as  to 
whether  placer  mining  operations  on  the 
land  may  substantially  interfere  with 
other  uses  thereof.  If  it  is  determined 
that  placer  operations  may  substantially 
interfere  with  other  uses,  a  notice  of  in¬ 
tention  to  hold  a  hearing  will  be  sent  to 
each  of  the  locators  by  registered  mail 
within  60  days  from  date  of  filing  of  the, 
location  notice. 

§  185.107  Hearmg,  time  and  place; 
fees  and  costs,  (a)  If  a  hearing  is  to 
be  held,  notice  of  the  hearing  will  be 
delivered  personally  or  mailed  by  regis¬ 
tered  mail  to  the  locator  of  the  placer 
claim.  The  notice  will  indicate  the  time 
and  place  of  the  hearing.  The  proce¬ 
dures  with  respect  to  service  of  notice  of 
the  hearing  and  the  conduct  thereof 
shall  follow  the  rules  of  practice  of  the 
Department  of  the  Interior  (Part  221  of 
this  title)  in  effect  at  the  time  the  hear¬ 
ing  is  held.  No  publication  of  the  notice 
will  be  required  but  a  copy  thereof  shall 
be  posted  in  the  proper  land  office  of  the 
Bureau  of  Land  Management  for  Efperiod 
of  30  days  prior  to  the  date  set  for  the 
hearing.  The  manager  shall  give  such 
publicity  to  the  hearing  as  may  be  done 
without  expense  to  the  Government. 

(b)  Eiach  Protestant  of  the  mining 
claim,  other  than  a  Federal  agency,  shall 
pay  a  filing  fee  of  $10.00  which  will  not 
be  returnable.  Each  party  appearing  at 
the  hearing  shall  pay  the  reporter’s  fee 


covering  the  testimony  of  the  party  and 
of  his  witnesses  and  his  cross  examina¬ 
tion  of  any  other  party  or  witnesses. 
After  the  hearing  is  held  an  order  will 
be  issued  as  provided  in  section  2  (b)  of 
the  act,  and  a  certified  copy  thereof  filed 
in  the  same  State  or  county  office  in 
which  the  locator’s  notice  of  location  has 
been  filed. 

§  185.108  Bond  or  deposit  required. 
Should  a  limited  order  be  issued  under 
section  2  (b)  (2)  of  the  act,  the  locator 
is  required  to  furnish  a  bond  in  a  sum 
determined  by  the  State  Supervisor.  The 
bond  must  be  either  a  corporate  surety 
bond  or  a  personal  bond  accompanied  by 
cash  or  negotiable  Federal  securities 
equal  at  their  par  value  to  the  amount 
of  the  penal  sum  of  the  bond,  together 
with  power-of -attorney  to  the  Secretary 
of  the  Interior  or  his  delegate. 

§  185.109  Restoration  of  surface  con¬ 
dition.  If  the  locator  fails  or  refuses  to 
restore  the  surface,  appropriate  action 
will  be  taken  against  him  and  his  surety, 
including  the  appropriation  of  any 
money  deposited  on  personal  bonds,  to 
be  used  for  the  purpose  of  restoring  the 
surface  of  the  claim  involved.  Any 
moneys  on  deposit  or  ’  received  from 
surety  in  excess  of  the  amount  needed 
for  Uie  restoration  of  the  surface  of  the 
particular  claim  shall  be  refunded. 

185.110  Act  ineffective  as  to  other 
withdrawals^  (a)  The  act  in  section 

2  (c)  provides  as  follows: 

Nothing  in  this  act  shall  affect  the  validity 
of  withdrawals  ot  reservations  for  purposes 
other  than  power  development. 

(b)  If  the  power  site  lands  are  also 
affected  by  any  other  type  of  withdrawal 
which  prevents  mining  location  in  whole 
or  in  part,  the  provisions  of  the  act  apply 
only  to  the  extent  that  the  lands  are  oth¬ 
erwise  open  to  location. 

§  185.111  Prospecting  and  develop¬ 
ment  at  financial  risk  of  party  or  parties 
doing  work.  The  act  in  section  3  pro¬ 
vides  in  part  as  follows : 

Prospecting  and  exploration  for  and  the 
development  and  utilization  of  mineral  re¬ 
sources  authorized  in  this  act  shall  be  en¬ 
tered  into  or  continued  at  the  financial  risk 
of  the  individual  party  or  parties  tmdertak- 
Ing  such  work. 

§  185.112  United  States  not  liable  ex¬ 
cept  for  negligence.  'The  act  in  section 

3  provides  in  part  as  follows: 

Provided,  That  the  United  States,  its  per¬ 
mittees  and  licensees  shall  not  be  respon¬ 
sible  or  held  liable  or  incur  any  liability 
for  the  damage,  destruction,  or  loss  of  any 
mining  claim,  mill  site,  facility  Installed  or 
erected,  income,  or  other  property  or  in¬ 
vestments  resulting  from  the  actual  use  of 
such  lands  or  portions  thereof  for  power 
development  at  any  time  where  such  power 
development  is  made  by  or  under  the  au¬ 
thority  of  the  United  States,  except  where 
such  damage,  destruction,  or  loss  results 
from  the  negligence  of  the  United  States,  its 
permittees  and  licensees. 

§  185.113  Owner  of  claim  to  file  notice 
of  location  and  assessment  work,  (a) 
The  act  in  section  4  provides  as  follows: 

The  owner  of  any  unpatented  mining 
claim  located  on  land  described  in  section 
2  of  this  act  shall’  file  for  record  in  the 


United  States  district  land  office  of  th4 
land  district  in  which  the  claim  is  situated 
(1)  within  one  year  after  the  effective  date 
of  this  act,  as  to  any  or  all  locations  here¬ 
tofore  made,  or  within  sixty  days  of  location 
as  to  locations  hereafter  made,  a  copy  of 
the  notice  of  location  of  the  claim;  (2) 
within  sixty  days  after  the  expiration  of  any 
annual  assessment  year,  a  statement  as  to 
any  work  done  or  improvements  made  dur¬ 
ing  the  previous  assessment  year. 

(b)  Neither  section  4  nor  any  other 
provision  of  the  act  validates  any  mining 
location  made  prior  to  the  act,  which  is 
invalid  because  made  on  lands  after  they 
were  withdrawn  or  reserved  for  power 
purposes  and  before  a  favorable  deter¬ 
mination  by  the  Federal  Power  Commis¬ 
sion  imder  section  24  of  the  Federal 
Power  Act  of  June  10,  1920  (41  Stat. 
1063;  1075),  as  amended  (16  U.  S.  C.  792; 
818)  and  the  opening  or  restoration  of 
the  lands  to  location.  Section  4  applies 
to  unpatented  locations  for  lands  re¬ 
ferred  to  in  §  185.103  only  if : 

(1)  The  location  was  made  on  or  after 
August  11, 1955,  or 

(2)  The  location  was  made  prior  to 
August  11,  1955  and  prior  to  the  with¬ 
drawal  or  reservation  of  the  lands  for 
power  purposes,  or 

(3)  The  location  was  made  prior  to 
August  11, 1955  on  lands  while  they  were 
withdrawn  or  reserved  for  power  pur¬ 
poses  but  after  such  lands  had  been 
opened  or  restored  to  location  only  pur¬ 
suant  to  a  favorable  determination  by 
the  Federicil  Power  Commission  under 
section  24  of  the  Federal  Power  Act. 

(c)  The  owner  of  an  unpatented  loca¬ 
tion  coming  under  paragraph  (b)  (1) 
of  this  section,  within  sixty  days  from 
the  date  of  location  must  file  in  the 
United  States  land  office  for  the  district 
in  which  the  lands  lie,*  a  copy  of  the 
notice  or  certificate  of  location  and 
within  sixty  days  after  the  expiration  of 
each  assessment  year,  a  statement  as  to 
the  assessment  work  done  or  improve¬ 
ments  made  during  that  assessment  year. 

(d)  The  owner  of  an  unpatented  loca¬ 
tion  coming  under  either  paragraph  (b) 
(2)  or  (3)  of  this  section,  before  August 
11,  1956  must  have  filed  in  the  United 
States  land  office  for  the  district  in  which 
the  lands  lie*  a  copy  of  the  notice  dr' 
certificate  of  location  and  within  60  days 
from  the  date  of  expiration  of  the  assess¬ 
ment  year  which  ended  noon  July  1, 1956 
and  within  60  days  from  the  date  of  ex¬ 
piration  of  each  succeeding  assessment 
year,  must  file  a  statement  "as  to  the 
assessment  work  done  or  improvements 
made  during  the  previous  assessment 
year. 

§  185.114  No  limitation  or  restriction 
of  rights  under  valid  claims  located  prior 
to  withdrawal,  (a)  The  act  in  section  5 
provides; 

Nothing  in  this  act  contained  shall  be 
construed  to  limit  or  restrict  the  rights  of 
the  owner  or  owners  of  any  valid  mining 
claim  located  prior  to  the  date  of  with¬ 
drawal  or  reservation:  Provided,  That  noth- 


*In  this  connection,  the  land  office  for 
North  Dakota  and  South  Dakota  is  located  at 
Billings,  Montana;  that  for  Nebraska  at 
Cheyenne,  Wyoming:  and  that  for  Arkansas, 
Florida,  Louisiana  and  Mississippi,  at  Wash¬ 
ington,  D.  C. 
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Ing  In  this  act  shall  be  construed  to  limit  or 
restrict  the  rights  of  the  owner  or  owners  of 
any  mining  claim  who  are  diligently  working 
to  make  a  discovery  of  valuable  minerals  at 
the  time  any  futvire  withdrawal  or  reserva¬ 
tion  for  power  development  is  made. 

(b)  Although  the  act  does  not  limit  or 
restrict  the  rights  of  owners  of  locations 
to  which  section  5  refers,  such  owners 
must  comply  with  section  4  by  making 
the  filings  required  either  by  paragraph 
(c)  or  paragraph  (d)  of  §  185.113,  which¬ 
ever  is  applicable. 

§  185.115  No  limitation  of  rights 
where  claimant  in  diligent  prosecution 
of  work  when  future  withdrawals  made. 
(a)  Under  section  5  of  the  act  quoted  in 
§  185.114  the  rights  to  a  location  made 
prior  to  any  future  withdrawal  or  reser¬ 
vation  for  power  development  or  one  on 
which  the  locator  was  diligently  work¬ 
ing  to  make  a  discovery  of  valuable 
minerals  are  not  limited  or  restricted. 

§  185.116  Mining  claim  and  mill  site 
use;  limitation,  (a)  The  act  in  section 
6  provides  as  follows: 

Nothwithstanding  any  other  provisions  of 
this  act,  all  mining  claims  and  mill  sites  or 
mineral  rights  located  under  the  terms  of 
this  act  or  otherwise  contained  on  the  public 
lands  as  described  In  section  2  shall  be  used 
only  for  the  purposes  specified  In  section  2 
and  no  facility  or  activity  shall  be  erected  or 
conducted  thereon  for  other  purix>ses. 

(b)  Under  this  section,  a  mining  claim 
or  mill  site  may  not  be  used  for  purposes 
other  than  for  legitimate  mining  and 
milling.  The  claimant,  therefore,  may 
not  erect  on  the  mining  claim  any 
facility  or  activity  such  as  filling  stations, 
curio  shops,  cafes,  tourist  or  hunting  and 
fishing  lodges,  or  conduct  such  businesses 
thereon. 

[P.  R.  Doc.  56-9390;  Piled,  Nov.  15,  1956; 

8:46  a.  m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Research  Service 
[7CFR  Part  319] 

Okra  From  Mexico 

FOREIGN  QUARANTINE  NOTICES 

Notice  is  hereby  given  under  section  4 
of  the  Adhiinistrative  Procedure  Act  (5 
U.  S.  C.  1003)  that  the  Chief  of  the 
Plant  Quarantine  Branch,  pursuant  to 
§  319.56-2  of  the  regulations  supplemen¬ 
tal  to  the  Fruit  and  Vegetable  Quaran¬ 
tine  (Notice  of  Quarantine  No.  56,  7 
CFR  319.56-2)  under  sections  5  and  9 
of  the  Plant  Quarantine  Act  of  1912 
(7  U.  S.  C.  159,  162),  and  other  delega¬ 
tions  of  authority  (19  F.  R.*  515,  as 
amended)  is  considering  the  issuance  of 
a  document  containing  administrative 
instructions  and  an  interpretation  to 
appear  as  §  319.56-2k  in  Title  7,  Code  of 
Federal  Regulations,  as  follows: 

§  319.56-2k  Okra  from  Mexico — (a) 
Administrative  instructions  prescribing 
method  of  treatment  of  okra  from  cer^ 
tain  parts  of  Mexico,  Fumigation  with 
methyl  bromide  at  normal  atmospheric 
pressure,  in  accordance  with  the  follow- 
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Ing  procedure  is  hereby  prescribed  as  an 
alternate  condition  of  importation  un¬ 
der  permit  under  §  319.56-2  for  all  ship¬ 
ments  of  okra  from  Mexico,  except  okra 
produced  in  the  Imperial  Valley  of  Baja 
California,  Mexico; 

(1)  Approval  of  fumigation  room. 
The  fumigation  shall  consist  of  fumiga¬ 
tion  with  methyl  bromide  at  normal 
atmospheric  pressure,  in  a  fumigation 
room  which  has  been  approved  for  that 
purpose  by  the  Plant  Quarantine 
Branch.  The  Plant  Quarantine  Branch 
will  approve  only  those  fumigation 
rooms  that  are  properly  constructed  and 
adequately  equipp^  to  handle  and  treat 
okra,  and  are  located,  either  within  the 
United  States  or  Mexico,  within  the 
practicable  supervisory  range  of  a  port 
of  entry  where  inspectors  are  stationed 
and  where  the  required  supervision  can 
be  accomplished  without  encroaching 
upon  normal  port  inspection  assign¬ 
ments. 

(2)  Fumigation  schedule.  Such 
fumigation  shall  be  in  accordance  with 
the  following  fumigation  schedule: 


Temperature  (®  F.) 

Dosage  (pounds 
of  methyl 
bromide  per 
1,000  cubic 
feet) 

Expo.sure 

period 

(hours) 

DO _ 

1.0 

2 

sn  .  .  _  _ 

1.5 

2 

70 _  _ 

2.0 

2 

fiO _ _ _ 

2.5 

2 

fiO  .  . 

3.0 

2 

40 _  _  _ 

3.5 

2 

(3)  Fumigation  procedure.  Okra  to 
be  fumigated  may  be  packed  in  slatted 
crates  or  other  gas-permeable  containers. 
The  fumigation  room  shall  not  be  loaded 
to  more  than  two-thirds  of  its  capacity. 
The  containers  may  be  stacked  one  on 
top  of  another,  but  a  3-  to  4-inch  space 
must  be  provided  between  each  container 
throughout  the  load.  Good  air  circula¬ 
tion  above  and  below  the  load  shall  be 
provided  as  soon  as  the  okra  is  loaded 
and  must  be  continued  during  the  full 
period  of  fumigation  and  until  the  okra 
has  been  removed  to  a  well-ventilated  lo¬ 
cation.  Strong  blasts  of  air  should  not 
be  directed  against  the  okra.  Fumiga¬ 
tion  at  temperatures  in  excess  of  90®  ]p. 
may  result  in  injury  to  okra  and  should 
be  avoided  if  possible. 

(4)  Supervision  of  fumigation,  (i) 
Inspectors  of  the  Plant  Quarantine 
Branch  will  supervise  the  fumigation  of 
okra  and  will  specify  such  safeguards  as 
may  be  necessary  for  the  handling  and 
transportation  of  the  okra  before  and 
subsequent  to  fumigation,  if,  in  the  opin¬ 
ion  of  the  inspector  this  is  necessary  to 
assure  that  there  will  be  no  pest  risk 
associated  with  the  importation  and 
treatment.  The  final  release  of  the  okra 
for  entry  into  the  United  States  will  be 
conditioned  upon  compliance  with  the 
specified  safeguards. 

(ii)  Supervision  of  approved  fumiga¬ 
tion  rooms  will,  if  practicable,  be  carried 
on  as  a  part  of  normal  port  inspection 
activities  and  when  so  available  will  be 
furnished  without  cost  to  the  owner  of 
the  okra  or  his  representative. 


(5)  Costs.  All  costs  of  constructing, 
maintaining,  and  operating  fumigation 
plants  and  facilities,  and  carrying  out 
the  specified  pre-treatment  and  post¬ 
treatment  safeguards  shall  be  borne  by 
the  owner  of  the  okra  or  his  representa¬ 
tive.  Where  normal  inspection  activities 
preclude  the  furnishing  of  supervision 
during  regularly  assigned  hours  of  duty, 
supervision  will  be  furnished  on  a  reim¬ 
bursable  overtime  basis  and  the  owner  of 
the  okra  or  his  representative  will  be 
charged  in  accordance  with  §§  354.1  and 
354.2  of  this  chapter. 

(6)  Department  not  responsible  for 
damage.  While  the  prescribed  treatment 
is  judged  from  experimental  tests  to  be 
safe  for  use  with  okra,  the  Department 
assumes  no  responsibility  for  any  dam¬ 
age  sustained  through  or  in  the  course 
of  treatment  or  because  of  pre-treatment 
or  post-treatment  safeguards.  There 
has  not  been  an  opportunity  to  test  these 
treatments  under  all  conditions  or  on  all 
okra  varieties  or  on  okra  from  all  areas 
involved. 

(b)  Interpretation  re  importation  of 
okra  from  Imperial  Valley  of  Baja  Cali¬ 
fornia.  Okra  produced  in  the  Imperial 
Valley  of  Baja  California,  Mexico,  may 
enter  under  permit  and  subject  to  inspec¬ 
tion  at  the  ports  of  Calexico  and  San 
Ysidro,  California. 

This  order  would  authorize  the  impor¬ 
tation,  under  permit  subject  to  approved 
fumigation,  of  okra  produced  in  any  part 
of  Mexico,  except  okra  produced  in  the 
Imperial  Valley  of  Baja  California, 
Mexico,  which  would  be  enterable  under 
permit  subject  only  to  inspection.  The 
fumigation  treatment  proposed  would 
provide  for  the  entry  of  okra  for  mar¬ 
keting  in  the  fresh  state. 

All  persons  who  desire  to  submit  writ¬ 
ten  data,  views,  or  arguments  in  con¬ 
nection  with  this  matter  should  file  the 
same  with  the  Chief  of  the  Plant  Quar¬ 
antine  Branch,  Agricultural  Research 
Service,  United  States  Department  of 
Agriculture,  Washington  25,  D.  C.,  within 
30  days  after  the  date  of  the  publication 
of  this  notice  in  the  Federal  Register. 

Done  at  Washington,  D.  C.,  this  13th 
day  of  November  1956. 

[seal]  E.  P.  Reagan, 

Chief, 

'  Plant  Quarantine  Branch. 

[P.  R.  Doc.  56-9424;  Piled,  Nov.  15,  1956; 

8:53  a.  m.] 


FEDERAL  COMMUNICATIONS 
COMMISSION 

[  47  CFR  Part  1  ] 

[Docket  No.  11846] 

Practice  and  Procedure 

NOTICE  OF  EXTENSION  OF  TIME  FOR  FILING 
COMMENTS 

In  the  matter  of  revision  of  Part  1  of 
the  Commission’s  rules  and  regulations. 

1.  The  Commission  has  before  it  for 
consideration  the  request  of  the  Com¬ 
munications  Committee  of  the  Section  of 
Administrative  Law  of  the  American  Bar 


i 


Friday,  November  IB,  1956 

Association  filed  October  31,  1956,  for 
extension  of  time  in  which  to  file  com¬ 
ments  in  the  above-entitled  proceeding. 

2.  In  support  of  its  request  said  com¬ 
mittee  states  that  they  want  to  submit 
comments  but  that  it  is  impossible  for 
the  Committee  to  complete  its  work  by 
November  15,  1956,  and  that  an  exten¬ 
sion  of  time  until  December  17,  1956,  for 
filing  comments  is  necessary  in  this 
connection. 

3.  The  Commission  is  of  the  view  that 
the  extension  of  time  for  filing  of  com¬ 
ments  in  this  proceeding  would  serve 
the  public  interest,  convenience  and 
necessity. 

4.  In  view  of  the  foregoing:  It  is  or~ 
dered.  That  the  time  for  filing  comments 
in  the  above  entitled  proceeding  is  ex¬ 
tended  to  December  17,  1956. 

Adopted:  November  9,  1956. 

Released:  November  9,  1956. 

Federal  Communications 
Commission, 

[seal]  Mary  Jane  Morris, 

Secretary. 

IP.  R.  Doc.  66-9414;  Piled,  Nov.  15.  1956; 
8:51  a.  m.] 


[  47  CFR  Part  2  ] 

[Docket  No.  11868;  PCC  56-11041 

Allocation  of  Call  Signs  to  Fixed  and 
Land  Stations 

NOTICE  OF  PROPOSED  RULE  MAKING 

In  the  matter  of  amendment  of  §  2.302 
of  the  Commission’s  rules  insofar  as  it 
pertains  to  the  allocation  of  call  signs  to 
fixed  and  land  stations. 

1.  Notice  is  hereby  given  of  proposed 
rule  making  in  the  above-entitled  matter. 

2.  The  Commission  has  been  requested 
by  Radio  Corporation  of  America  Com¬ 
munications  to  allow  the  use  of  one  digit 
appended  to  the  present  three-letter  call 
signs  used  by  the  high  frequency  coast 
telegraph  stations  licensed  to  that  Com¬ 
pany.  A  study  of  this  matter  indicates 
that  if  this  is  to  be  allowed  for  one 
marine  operating  company  in  the  high 
frequency  maritime  mobile  service.  It 
should  be  permitted  for  all  licensees  in 
the  same  service. 

3.  The  following  comments  are  offered 
for  general  consideration  in  connection 
with  this  matter: 

A.  Adoption  of  a  plan  to  assign  3L1D 
(three-letter-one^digit)  call  signs  would 
not  include  reservation  or  protection  of  a 
whole  series  of  call  signs  merely  because 
one  in  the  series  is  assigned;  i.  e.,  assign¬ 
ment  of  the  call  sign  KZZ,  or  KZZ3,  to 
one  class  of  station  does  not  obviate  the 
simultaneous  or  subsequent  assignment 
of  the  call  sign  KZZ39  to  another  type 
station,  and  the  call  sign  KZZ399  to  an¬ 
other  type  of  station,  etc.;  likewise,  as¬ 
signment  of  the  call  sign  KZZ3  to  one 
type  of  station  does  not  obviate  assign¬ 
ment  of  KZZ  to  a  station  of  a  different 
licensee  within  the  provisions  of  the  rules* 

B.  In  the  fall  of  1954,  it  was  proposed, 
through  the  medium  of  the  International 
Telecommunication  Union,  to  adopt  a 
new  signal,  “QSS”  having  the  meaning 
“What  working  frequency  will  you  use?’’ 
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and  “I  will  use  the  working  frequency 

_ kc  (normally  the  last  three  figures 

only  of  the  frequency  need  be  inserted)  ’’. 
Numerous  countries  agreed  to  adopt  the 
signal  and^  its  meaning,  provisionally, 
subject  to  action  at  a  future  appropriate 
conference. 

C.  Coast  stations  of  various  countries 
other  than  the  United  States  variously 
use  call  signs  in  these  series:  3L,  3L1D, 
3L2D,  and  3L3D  (L — letter;  D^ — digit). 

D.  Adoption  of  a  plan  to  assign  SLID 
call  signs  would  make  available  to  each 
basic  call  a  maximum  of  eight  variations: 
e.  g.,  KZZ2,  KZZ3,  KZZ4.  KZZ5,  KZZ6, 
KZZ7,  K^8  and  KZZ9;  since  the  Radio 
Regulations  state  that  a  letter  may  not 
be  followed  by  the  numbers  0  or  1.  Adop¬ 
tion  of  a  plan  to  assign  3L2D  call  signs, 
or  of  a  plan  to  assign  3L3D  call  signs, 
would  make  available  many  more  vari¬ 
ations  on  the  basic  3 -letter  combination. 

E.  Aeronautical  stations  licensed  by 
the  Commission  receive  call  signs  in  the 
SLID  series  in  accordance  with  §  2.302 
of  the  rules. 

F.  A  list  of  the  three-letter  call  signs 
assigned  by  the  Commission  as  of  Sep¬ 
tember  1, 1955,  to  non-Government  coast 
telegraph  stations  follows: 


KFS 

KTK 

WMH 

WPY 

KHK 

WAX 

WNU 

WSC 

KJQ 

WBL 

WNY 

WSE 

KLB* 

wee 

WOE 

WSP 

KLC* 

wco 

WPA 

WSL 

KOK 

WHD 

WPG 

WSV 

KPH 

WLS 

WPD 

KSB* 

WLO 

,  WPR 

The  asterisk  (•)  Indicates  that  one  or  more 
call  signs  of  the  SLID  type,  using  this  three- 
letter  combination,  are  already  assigned. 

4.  It  would  appear  there  are  a  number 
of  ways  of  amending  the  Commission’s 
table  of  allocations  of  call  signs  in  §  2.302 
of  its  rules  in  order  to  permit  the  use  of 
one  digit  appended  to  the  present  three- 
letter  call  signs  now  in  use  by  the  high 
frequency  coast  telegraph  stations  li¬ 
censed  by  the  Commission.  'The  Com¬ 
mission  considers  that  the  most  expedi¬ 
ent  method  of  amending  its  rules  is  to 
delete  the  first  four  line  entries  in  the 
table  of  allocation  of  call  signs  in  §  2.302 
and  substitute  therefor  the  provisions  of 
paragraph  421  and  422  of  the  Radio  Reg¬ 
ulations,  the  texts  of  which  read  as 
follows: 

421  (a)  Three  letters,  or  three  letters  fol¬ 
lowed  by  not  more  than  three  digits  (other 
than  the  digits  0  and  1  in  cases  where  they 
immediately  follow  a  letter),  In  the  case  of 
land  and  fixed  stations. 

422  (b)  However,  it  is  recommended  that, 
as  far  as  possible:  The  call  signs  of  coast 
and  aeronautical  stations  shall  consist  of 
three  letters  or  three  letters  followed  by  a 

^single  digit  other  than  0  or  1;  the  call  signs 
'*  of  fixed  stations  shall  consist  of  three  letters 
followed  by  two  digits  (other  than  the  digits 
0  and  1  in  cases  where  they  Immediately 
follow  a  letter). 

5.  The  Commission  contemplates  the 
possible  use  of  responses  to  this  Notice 
in  connection  with  preparatory  work  for 
the  forthcoming  ITU  Radio  Conference, 
as  well  as  for  the  described  rule-making 
proceeding. 

6.  The  proposed  amendments  to  the 
rules  are  issued  pursuant  to  section  303 
(c)  and  (r)  of  the  Communications  Act 
of  1934,  as  amended. 
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7.  Any  interested  person  who  is  of 
the  opinion  that  the  proposed  amend¬ 
ments  should  not  be  adopted  or  should 
nbt  be  adopted  in  the  form  set  forth 
herein,  may  file  with  the  Commission  on 
or  before  December  15,  1956,  written 
data,  views  or  briefs  setting  forth  his 
comments.  Comments  in  support  of  the 
proposed  amendments  may  be  filed  on 
or  before  the  same  date.  Comments 
in  reply  to  the  original  comments  may 
be  filed  within  ten  days  from  the  last 
day  for  filing  said  original  data,  views 
or  briefs.  JThe  Commission  will*  con¬ 
sider  all  such  comments  prior  to  taking 
final  action  in  this  matter. 

8.  In  accordance  with  the  provisions 
of  §  1.764  of  the  Commission’s  rules,  an 
original  and  fourteen  copies  of  all  state¬ 
ments,  briefs  or  comments  filed  shall  be 
furnished  the  Commission. 

Adopted:  November  8,  1956. 

Released:  November  13,  1956. 

Federal  Communications 
Commission, 

[seal]  Mary  Jane  Morris, 

•  Secretary. 

[P.  R.  Doc.  56-9415;  Piled,  Nov.  15,  1956; 

8:51  a.  m.] 


(  47  CFR  Parts  7.  8  1 

(Docket  No.  1186'*;  PCC  56-1099] 

Mississippi  River  System  Radio 
Telephone  Frequencies 

notice  of  proposed  rule  making 

In  the  matter  of  amehdment  of  Parts 
7  and  8  of  the  Commission’s  rules  to 
make  Mississippi  River  System  radio¬ 
telephone  frequencies  available  for  as¬ 
signment  to  one  or  more  coast  stations 
in  the  vicinity  of  Mobile,  Alabama  and 
to  ship  stations  on  the  Gulf  Intracoastal 
Waterway  and  the  Alabama  River  Sys¬ 
tem  and  connecting  inland  waters. 

1.  The  Commission  has  under  con¬ 
sideration  proposed  changes  in  Parts  7 
and  8  of  its  rules  as  set  forth  in  the 
above  captioned  matter. 

2.  This  proposed  rule  making  is  issued 
in  response  to  a  petition  received  by  the 
Commission  on  December  22,  1955,  from 
Mobile  Marine  Radio,  licensee  of  a  Class 
I-A  and  Class  II-B  public  coast  station 
(WLO)  at  Mobile,  Alabama.  The  peti¬ 
tion  requested  that  Parts  7  and  8  of  the 
rules  be  amended  so  as  to  permit  the 
maritime  mobile  radiotelephone  fre¬ 
quencies  then  available  for  use  on  the 
Mississippi  River  System  to  also  be  used 
on  the  Gulf  Intracoastal  Waterway,  the 
Alabama  River  System  and  connecting 
inland  waterways  (hereafter  referred  to 
as  the  “Gulf  Coast  Area’’) . 

3.  The  petitioner  further  indicated  an 
Interest  in  the  establishment  of  a 
longer-distance  public  radiotelephone 
service  by  coast  stations  located  in  the 
seaboard  area  of  the  Gulf  of  Mexico 
to  provide  communications  for  vessels 
in  the  Gulf -Caribbean  area  beyond  the 
range  now  provided  by  available  4  Me 
frequencies.  In  response  to  this  aspect 
of  the  petition,  the  Commission  issued 
a  Notice  of  Proposed  Rule  Making  on 
May  29,  1956  (Docket  11725),  for  the 
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purpose  of  obtaining  comments  with 
reference  to  the  establishment  of  such 
a  service.  This  matter  is  now  imder 
active  consideration,  including  a  sttidy 
of  the  comments  which  were  obtained. 
The  rule  making  herein  proposed  is 
therefore  limited  in.  scope  to  the  peti¬ 
tioner’s  request  that  the  availability  of 
the  Mississippi  River  frequencies  be 
expanded  to  include  the  Gulf  Coast 
Area,  as  indicated  in  paragraph  2  above. 

4.  With  reference  to  specific  frequen¬ 
cies,  the  petitioner  requested  the  shared 
use  of  all  of  the  frequencies  which,  at 
the  time  the  petition  was  filed,  were 
shown  in  the  Commission’s  rules,  as  be¬ 
ing  available  for  use  on  the  Mississippi 
River  system,  namely,  2782  and  4067  kc 
(day  and  night)  and  4372.4,  6240,  6455 
and  8205.5  kc  (5:00  a.  m.,  c.  s.  t.,  until 
8:00  p.  m.,  c.  s.  t.).  The  petitioner  also 
requested  that  the  same  hours  of  use  be 
permitted  or,  in  the  case  of  the  latter 
group  of  frequencies,  that  they  be  made 
available  during  such  additional* hours 
as  the  Commission  considered  feasible. 

5.  In  response  to  the  instant  petition, 
the  Commission  hereby  proposes  to 
amend  Parts  7  and  8  of  its  rules  so  as  to 
make  the  existing  Mississippi  River  sys¬ 
tem  frequencies  also  available  in  the 
Gulf  Coast  Area  in  order  to  provide  an 
improved  maritime  mobile  radiotele¬ 
phone  service  for  ships  operating  in  this 
area.  Specifically,  the  frequencies  2782, 
4067  and  4372.4  kc  would  be  made  avail¬ 
able  for  use  on  a  fulltime  basis,  and 
8205.5  kc  would  be  made  available  for  use 
between  5:00  a.  m.  and  8:00  p.  m.,  c.  s.  t. 
Such  further  restrictions  on  the  use  of 
these  frequencies  on  the  Mississippi 
River  system,  as  now  provided  in  Parts 
7  and  8  of  the  rules,  would  also  be  made 
applicable  to  this  proposed  expanded  use 
of  these  frequencies.  It  should  also  be 
noted  that  this  proposal  does  not  include 
the  frequencies  6240  and  6455  kc.  These 
two  frequencies  were  deleted  from  the 
Mississippi  River  System’s  frequency 
complement  by  a  Report  and  Order  in 
Docket  11374  adopted  by  the  Commission 
on  July  6,  1956,  subsequent  to  the  filing 
of  the  instant  petition.  There  is  now 
pending  a  request  that  tha  Commission 
reconsider  this  action. 

6.  This  proposal  is  issued  under  the 
authority  contained  in  sections  303  (c) , 
(d),  (f)  and  (r)  of  the  Communications 
Act  of  1934,  as  amended. 

7.  Any  interested  person  who  is  of  the 
opinion  that  the  proposed  amendments 
should  not  be  adopted  may  file  with  the 
Commission  on  or  before  December  19, 
1956,  written  data,  views  or  briefs  set¬ 
ting  forth  his  comments.  Comments  in 
support  of  ^e  proposed  amendments 
may  also  be  filed  on  or  before  the  same 
date.  Comments  in  reply  to  the  original 
comments  may  be  filed  within  ten  days 
from  the  last  day  for  filing  said  original 
data,  views  or  briefs.  The  Commission 
will  consider  all  such  comments  prior  to 
taking  final  action  in  this  matter. 

8.  In  accordance  with  the  provisions 
of  §  1.764  of  the  Commission’s  rules  an 
original  and  fourteen  copies  of  all  state¬ 


ments,  briefs 'or  comments  filed  shall  be 
furnished  the  Commission. 

Adopted:  November  8, 1956. 

Released:  November  13,  1956. 

Federal  Communications 
Commission, 

[seal]  Mary  Jane  Morris, 

Secretary. 

[P.  R.  Doc.  66-9416;  Piled,  Nov.  15,  1966; 
8:51  a.  m.] 
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(Docket  No.  9288;  PCC  58-1100] 

Restricted  Radiation  Devices  Concern¬ 
ing  Low  Power  Communication 

Devices 

THIRD  NOTICE  OF  PROPOSED  RULE  MAKING 

In  the  matter  of  amendment  of  Part  15 
of  the  Commission’s  rules  governing  Re¬ 
stricted  Radiation  Devices  Concerning 
Low  Power  Communication  Devices. 

1.  On  December  21,  1955,  the  Commis¬ 
sion,  by  a  First  Report  and  Order, 
adopted  a  revision  of  Part  15  of  its  rules 
governing  Incident£il  and  Restricted  Ra¬ 
diation  Devices.  The  amendments  in¬ 
cluded  general  rules  applicable  to  the 
operation  of  all  such  devices  as  well  as 
rules  specifically  applicable  to  incidental 
devices  and  radio  receivers.  On  July  11, 
1956,  the  Commission,  by  a  Second  Re¬ 
port  and  Order,  adopted  a  further  revi¬ 
sion  of  Part  15  with  respect  to  Com¬ 
munity  Antenna  Television  Systems. 
The  Commission  will  adopt  rules  appli¬ 
cable  to  other  types  of  restricted  radia¬ 
tion  devices  at  such  times  as  the 
problems  involved  are  resolved. 

2.  The  instant  Notice  concerns  Low 
Power  Communication  Devices.  This 
type  of  device  is  defined  as  a  restricted 
radiation  device,  exclusive  of  those  em¬ 
ploying  conducted  or  guided  radio  fre¬ 
quency  techniques,  used  for  the  trans¬ 
mission  of  information  by  radiation. 
Examples  of  such  devices  are  wireless 
microphones,  phonograph  oscillators, 
radio  controlled  garage  door  openers  and 
various  types  of  radio  controlled  toys. 
The  Commission’/  Notice  of  Further 
Proposed  Rule  Making  issued  April  1954 
contained  general  provisions  for  the 
operation  of  restricted  radiation  devices, 
including  Low  Power  Communication 
Devices.  The  limitations  proposed  at 
that  time  were  expressed  in  terms  of 
maximum  radiated  power  or  maximum 
field  strength  and  were  applicable  to  low 
power  communication  devices  operating 
at  any  frequency.  Further  study  of  the 
need  for  controlling  interference  to  au¬ 
thorized  radio  communications  leads  the 
Commission  to  propose  more  stringent 
requirements  for  operations  on  frequen¬ 
cies  above  1600  kc. 

3.  The  field  strength  limitations  in  the 
attached  proposed  rules  are  substan¬ 
tially  the  same  as  those  contained  in  the 
Commission’s  1954  proposal  for  radiation 
on  frequencies  below  1600  kc.  However, 
on  frequencies  above  1600  kc,  the  current 


proposal  would  limit  operations  to  the 
frequency  27.12  Me.  The  widespread 
development  and  utilization  of  low 
po.wer  communication  devices  has 
prompted  the  Commission  to  propose 
these  requirements  in  order  to  make  pos¬ 
sible  the  surveillance  and  control  that 
is  needed  to  reduce  the  probability  of 
interference  to  the  reception  of  author¬ 
ized  radio  stations. 

4.  Low  powered  communication  de¬ 
vices  should  meet  the  requirements  set 
forth  below.  The  Commission  proposes 
to  accept,  as  prima  facie  evidence  of 
compliance,  a  label  on  the  device  attest¬ 
ing  to  its  ability  to  comply  with  these 
requirements. 

5.  In  order  to  avoid  the  difficulties  in¬ 
volved  in  making  field  strength  measure¬ 
ments,  the  Commission’s  present  pro¬ 
posal  allows  low  power  commimication 
devices  to  operate  on  certain  frequencies 
provided  the  size  of  the  antenna  or  the 
power  input  to  the  final  radio  frequency 
stage,  or  both  is  limited  as  set  forth 
below. 

6.  Communication  devices.  Including 
those  of  a  broadcast  nature,  which  are 
primarily  dependent  on  the  application 
of  carrier  current  techniques  are  not 
covered  by  this  Notice,  but  will  be 
separately  considered  in  subsequent 
actions. 

7.  These  proposed  rules  are  issued  pur¬ 
suant  to  the  provisions  of  section  4  (i), 
and  303  (r)  of  the  Communication  Act 
of  1934,  as  amended. 

8.  Any  interested  person  may  file  with 
the  Commission  on  or  before  December 
7, 1956,  a  statement  or  brief  setting  forth 
his  comments  in  regard  to  the  proposed 
amendments  of  the  Commission’s  rules. 
Comments  in  reply  to  the  original  com¬ 
ments  may  be  filed  within  20  days  from 
the  last  day  for  filing  original  comments. 
No  additional  comments  may  be  filed 
unless  specifically  requested  by  the  Com¬ 
mission  or  good  causes  for  the  filing  of 
his  additional  comments  is  established. 
The  Commission  will  consider  all  cofn- 
ments  before  taking  action  in  the  matter, 
and  if  any  comments  are  submitted 
which  appear  to  warrant  the  holding  of 
a  hearing  or  oral  argument,  notice  of  the 
time  and  place  of  such  hearing  or  oral 
argument  will  be  given. 

9.  In  accordance  with  the  provisions 
of  §  1.764  of  the  Commission’s  rules,  an 
original  and  14  copies  of  all  statements, 
brief  or  comments  filed  shall  be  furnished 
to  the  Commission. 

Adopted:  November  8, 1956. 

Released:  November  13,  1956. 

Federal  Cobamunications 
Commission, 

[seal]  Mary  Jane  Morris, 

Secretary. 

It  is  proposed  to  amend  Part  15  as 
follows: 

1.  Add  the  following  paragraph  to 
§  15.4. 

(f)  Low  power  communication  device. 
A  low  power  communication  device 
is  a  restricted  radiation  device,  exclu¬ 
sive  of  those  employing  conducted  or 
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guided  radio  frequency  techniques,  used 
for  the  transmission  of  signs,  signals 
(including  control  signals) ,  writing,  im¬ 
ages  and  sounds  or  intelligence  of  any 
nature  by  radiation  of  electromagnetic 
energy. 

Examples:  Wireless  microphone,  phono¬ 
graph  oscillator,  radio  controlled  garage  door 
opener  and  various  types  of  radio  controlled 
toys. 

2.  Add  the  following  to  Part  15  as  Sub¬ 
part  E: 

SUBPART  E— LOW  POWER  COMMUNICATION 
DEVICES 

sec. 

15.201  Frequencies  of  operation. 

15.202  Radiation  limitation  below  1600  kc. 

15.203  Alternative  requirement  for  opera¬ 

tion  on  frequencies  between  160  kc 
and  190  kc. 

15.204  Alternative  requirement  for  opera¬ 

tion  on  frequencies  between  610 
kc  and  1600  kc. 

15.205  Operation  on  the  frequency  27.12  Me. 

15.206  Certification  requirements. 

15.207  Interference  from  low  power  com¬ 

munication  devices. 

15.208  Effective  date  of  this  subpart. 

§  15.201  Frequencies  of  operation.  A 
low  power  communication  device  may  be 
operated  on  any  frequency  in  the  bands 
10-490  kc,  510-1600  kc  and  on  the  fre¬ 
quency  27.12  Me. 

§  15.202  Radiation  limitation  below 
1 600  kc.  A  low  power  communication  de¬ 
vice  which  operates  on  any  fi^quency 
between  10  and  490  kc  or  between  510 
and  1600  kc  shall  limit  the  radiation  so 
that  the  field  strength  does  not  exceed 
the  value  specified  in  the  following  table: 


Distance 

Field 

Frequency 

(feet) 

Strength 

(uv/m) 

10  tn  400  kc.  .  .  _ 

1,000 

2400 

Fk« 

MO  to  1000  kc  _  _ 

100 

24(H)0 

Fk. 

§  15.203  Alternative  requirement  for 
operation  on  frequencies  between  160  kc 
and  190  kc.  In  lieu  of  meeting  the  ra¬ 
diation  limitation,  stated  in  §  15.202,  a 
low  power  communication  device  operat¬ 
ing  on  a  frequency  between  160  and  190 
kc  need  only  meet  all  of  the  following 
three  requirements: 

(a)  The  power  input  to  the  final  radio 
frequency  stage  (exclusive  of  filament 
or  heater  power)  does -not  exceed  one 
watt. 

(b)  All  e  m  i  s  s  i  o  n  s  below  160  kc  or 
above  190  kc  are  suppressed  20  db  or 
more  below  the- unmodulated  carrier. 

(c)  The  total  length  of  the  transmis¬ 
sion  line  plus  the  antenna  does  not  ex¬ 
ceed  50  feet. 

§  15.204  Alternative  requirement  for 
operation  on  frequencies  between  510 
and  1600  kc.  In  lieu  of  meeting  the  ra¬ 
diation  limitation  stated  in  §  15.202,  a  low 
power  communication  device  operating 
on  a  frequency  between  510  and  1600  kc 
inclusive  need  only  meet  all  of  the  follow¬ 
ing  four  requirements: 

(a)  The  power  input  to  the  final  radio 
stage  (exclusive  of  filament  or  heater 
power)  does  not  exceed  200  milliwatts. 


(by*  The  emissions  below  510  kc  or 
above  1600  kc  are  suppressed  20  db  or 
more  below  the  unmodulated  carrier. 

(c)  The  total  length  of  the  transmis¬ 
sion  line  plus  the  antenna  does  not  ex¬ 
ceed  10  feet. 

(d)  Except  for  battery  operated  de¬ 
vices,  the  radio  frequency  voltage  ap¬ 
pearing  on  each  power  line  shall  be 
limited  to  200  microvolts  or  less  on  any 
frequency  above  510  kc.  Measurements 
shall  be  made  from  each  power  line  to 
ground  both  with  the  equipment 
grounded  and  with  the  equipment 
ungrounded. 

Note:  One  method  of  determining  radio 
frequency  voltage  on  the  power  line  is  de¬ 
scribed  in  “Military  SpecificationTfor  Inter¬ 
ference  Measurement"  MIL-I-16910  (SHIPS) 
dated  January  14,  1952,  available  from  the 
Commanding  Officer,  Naval  Supply  Depot, 
Scotia  2,  New  York.  Note  that  this  proce¬ 
dure  calls  for  grounding  the  equipment 
under  test,  whereas  these  rules  call  for 
measurements  both  with  the  equipment 
grounded  and  with  the  equipment  un¬ 
grounded. 

§  15.205  Operation  on  the  frequency 
27.12  Me.  A  low  power  communication 
device  which  operates  on  the  frequency 
27.12  Me  shall  meet  all  of  the  following 
three  requirements: 

(a)  The  device  is  designed  so  that  the 
band  occupied  by  modulation  plus  fre¬ 
quency  tolerance  does  not  exceed  plus 
or  minus  150  kc  under  any  condition  of 
operation. 

(b)  The  power  input  to  the  final  radio 
stage  (exclusive  of  filament  or  heater 
power)  does  not  exceed  200  milliwatts. 

(c)  All  emissions  below  26.97  Me  or 
above  27.27  Me  are  suppressed  20  db  or 
more  below  the  level  of  the  unmodulated 
carrier. 

§  15.206  Certification  requirements. 
(a)  No  low  power  communication  device 
manufactured  after  June  30,  1957  shall 
be  operated  without  a  station  license 
.unless  it  has  been  certificated  to  demon¬ 
strate  compliance  with  the  technical  re¬ 
quirements  in  this  subpart. 

(b)  The  owner  or  operator  need  not 
certificate  his  own  low  power  commu¬ 
nication  device,  if  it  has  been  certificated 

•  by  the  manufacturer  or  distributor. 

(c)  Where  certification  is  based  on 
measurement  of  a  prototype,  a  suflBcient 
number  of  units  shall  be  tested  to  as¬ 
sure  that  all  production  units  comply 
with  the  technical  requirements  of  this 
subpart. 

(d)  The  certificate  may  be  executed 
by  a  technician  skilled  in  making  and 
interpreting  the  measurements  that  are 
required  to  assure  compliance  with  the 
technical  requirements  of  this  subpart. 

(e)  The  certificate  shall  contain  the 
following  information: 

(1)  The  operating  conditions  under 
which  the  device  is  intended  to  be  used. 

(2)  The  antenna  to  be  used  with  the 
device. 

,  (3)  A  statement  certifying  that  the 
device  can  be  expected  to  comply  with 
the  requirements' of  this  subpart^under 
the  operating  conditions  specified  in 
the  certificate. 

(4)  The  month  and  year  in  which  the 
device  was  manufactured. 


(f)  The  certificate  shall  be  perma¬ 
nently  attached  to  the  device  and  shall  be 
readily  visible  for  inspection. 

§  15.207  Interference  from  low  power 
communication  devices.  Notwithstand¬ 
ing  the  other  requirements  of  this  part, 
the  operator  of  a  low  power  communi¬ 
cation  device  regardless  of  date  of  man¬ 
ufacture  which  causes  harmful  inter¬ 
ference  to  an  authorized  radio  service, 
shall  promptly  stop  operating  the  de¬ 
vice  until  the  harmful  interference  has 
been  eliminated. 

§  15.208  Effective  date  of  this  sub¬ 
part.  The  technical  limitations 
(§§  15.201  through  15.205  inclusive) 
shall  apply  to  all  low  power  communi¬ 
cation  devices  manufactured  after  June 
30,  1957. 

tF.  R.  Doc.  56-9417;  Filed,  Nov.  15,  1956; 

8:52  a.  m.] 


t  47  CFR  Part  16  1 

[Docket  No.  11869;  FCC  56-1105] 

Motor  Carrier  Radio  Service 
NOTICE  of  proposed  RULE  MAKING 

In  the  matter  of  amendment  of  Sub¬ 
part  F  of  Part  16,  the  Commission’s  rules 
governing  the  Motor  Carrier  Radio 
Service. 

1.  Notice  is  hereby  given  of  proposed 
rule  making  in  the  above  entitled  matter. 

2.  The  Commission  has  before  it  for 
consideration  a  petition  filed  by  the 
American  Trucking  Associations,  Inc., 
requesting,  among  other  things,  modifi¬ 
cation  of  the  rules  governing  the  Motor 
Carrier  Radio  Service  with  respect  to 
the  assignment  of  frequencies  in  the 
43-45  Me  range  to  common  or  contract 
motor  carriers  of  property.  Petitioner 
urges  that  the  rules  governing  the  as¬ 
signment  and  use  of  frequencies  in  the 
43-45  Me  range  be  amended  to  permit  a 
carrier  which  provides  property  trans¬ 
portation  service  between  urban  areas, 
and  thus  qualifies  in  the  Motor  Carrier 
Radio  Service  for  assignment  of  the  fre¬ 
quencies  in  the  43-45  Me  range,  to  use 
its  radio  system  for  communications  not 
only  with  those  of  its  vehicles  actually 
employed  in  transporting  property  be¬ 
tween  urban  areas  but  also  for  commu¬ 
nications  with  those  of  its  vehicles  which 
are  engaged  in  the  local  pickup  and  de¬ 
livery  of  property  which  has  been  shipped 
or  is  destined  for  shipment  between 
urban  areas. 

3.  It  is  believed  that  the  above  peti¬ 
tion  warrants  the  institution  of  a  rule 
making  proceeding  looking  toward 
amendment  of  the  Motor  Carrier  Radio 
Service  rules  with  respect  to  the  assign¬ 
ment  and  use  of  frequencies  in  the  43-45 
Me  range  by  common  or  contract  motor 
carriers  of  property,  to  meet  the  need  of 
the  trucking  industry  for  flexibility  of 
vehicle  operations  and  to  insure  maxi¬ 
mum  utilization  of  this  portion  of  the 
radio  spectrum  allocated  for  use  by  the 
motor  carrier  industry.  The  proposed 
revision  of  the  rules  would  eliminate  the 
present  restriction  under  which  use  of 
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these  frequencies  Is  limited  to  communi¬ 
cation  with  vehicles  which  are  them¬ 
selves  actually  engaged  in  the  transpor¬ 
tation  of  freight  between  mban  areas. 

4.  The  proposed  amendments  are  is¬ 
sued  under  the  authority  of  sections  4 
(i),  303  (a),  (b),  (c)  and  (r)  of  the 
Communications  Act  of  1934,  as  amended, 
and  are  set  forth  below. 

5.  Any  interested  person  who  Is  of  the 
opinion  that  the  proposed  amendments 
should  not  be  adopted  or  should  not  be 
adopted  in  the  form  set  forth  herein,  and 
any  person  desiring  to  support  this  pro¬ 
posal,  may  file  with  the  Commission  on 
or  before  December  19,  1956,  a  written 
statement  or  brief  setting  forth  his  com¬ 
ments.  Replies  to  such  comments  may 
be  filed  within  ten  days  from  the  last 
date  for  filing  original  comments.  No 
additional  comments  may  be  filed  unless 
(1)  specifically  requested  by  the  Com¬ 
mission  or  (2)  good  cause  for  the  filing 
of  such  additional  comments  is  estab¬ 
lished.  The  Commission  will  consider  all 
such  comments  prior  to  taking  final  ac¬ 
tion  in  this  matter,  and  if  comments  are 
submitted  warranting  oral  argument, 
notice  of  the  time  and  place  of  such  oral 
argument  will  be  given. 

6.  In  accordance  with  the  provisions 
of  §  1.764  of  the  Commission’s  rules  and 
regulations,  an  original  and  14  copies  of 
all  statements,  briefs,  or  comments  filed 
shall  be  furnished  the  Commission. 

Adopted:  November  8, 1956. 

Released:  November  13, 1956. 

Federal  Commxtkications 
CoMiassioN, 

[seal]  Mart  Jane  Morris, 

Secretary. 

Proposed  Amendments  of  Part  16. 
Subpart  F,  Motor  Carrier  Radio  Service. 

1.  Amend  §  16.252  (d)  to  read  as 
follows: 

(d)  The  following  frequencies  are 
available  to  the  Motor  Carrier  Radio 
Service  for  assignment  to  Base  and  Mo¬ 
bile  stations  of  common  or  contract  car¬ 
riers  of  property  operating  between 
urban  areas:  Provided,  That  each  appli¬ 
cation  for  assignment  of  the  following 
frequencies  shall  be  accompyanied  by  a 
statement  signed  by  the  applicant  in 
which  it  is  agreed  (1)  that  any  authori¬ 
zation  for  the  use  of  such  frequencies 
will  be  accepted  with  the  express  under¬ 
standing  of  the  applicant  that  such  fre¬ 
quencies  are  shared  with  other  licensees 
and  may  be  subject  to  interference,  both 
local  and  long  range,  and  (2)  that  no 
more  than  the  minimum  power  or  an¬ 
tenna  height  required  for  the  satisfac¬ 
tory  technical  operation  of  the  system 
will  be  employed,  commensurate  with 
the  area  to  be  served  and  the  local  con¬ 
ditions  affecting  radio  transmission  and 
reception: 


Me. 

Afc. 

Me. 

Me. 

43.98  1 

44.10 

44.22 

44.34 

44.02  1 

44.14 

44.26 

44.38 

44.06* 

44.18 

44.30 

44.42 

‘The  frequencies  43.98,  44.02  and  44.06  are 
available  on  a  shared  basis  with  stations  of 
common  or  contract  carriers  of  passengers. 


2.  Amend  5  16.255  to  read  as  follows: 

§  16.255  Limitations  on  installation 
and  use.  Mobile  units  authorized  in  this 
service  may  be  installed  only  in  vehicles 
used  for  the  carriage  of  passengers  or 
property  for  compensation;  or  in  ve¬ 
hicles  used  to  supervise,  tow,  repair  or 
maintain  such  vehicles  or,  in  the  case  of 
a  streetcar  system,  vehicles  used  in  con¬ 
nection  with  the  maintenance  of  associ¬ 
ated  trackage,  right-of-way  or  electric 
power  facilities. 

[F.  B.  Doc.  56-9418;  Filed.  Nov.  15.  1956; 

'  8:52  a.  m.] 


[47  CFR  Part  161 

[Docket  No.  11870;  FCC  56-11061 
Railroad  Radio  Service 

notice  of  proposed  rule  making 

In  the  matter  of  amendment  of 
§§  16.351  (a)  and  16.352  (b)  of  the  rules 
governing  the  Railroad  Radio  Service. 

1.  Notice  is  hereby  given  of  proposed 
rule  making  in  the  above-entitled 
matter. 

2.  The  Commission  has  before  it  for 
consideration  the  petition  of  the  Rail¬ 
way  Express  Agency,  Inc.  for  recon¬ 
sideration  of  the  Commission’s  action  of 
June  20,  1956,  whereby  the  application 
of  the  Railway  Express  Agency,  Inc.,  for 
an  authorization  in  the  Railroad  Radio 
Service  was  dismissed  for  want  of  con¬ 
formity  with  the  Commission’s  rules. 
In  connection  with  the  applications  of 
the  Railway  Express  Agency,  Inc.,  the 
Association  of  American  Railroads  has 
filed  a  petition  urging  the  Commission 
to  amend  Part  16  of  the  Commission’s 
rules  to  provide  specifically  for  the 
eligibility  of  the  Express  Agency  in  the 
Railroad  Radio  Service. 

3.  Petitioners  urge  that  railroad  ex¬ 
press  agencies  are  an  arm  of  the  rail¬ 
roads  and  that  the  activities  of  an  ex¬ 
press  agency  in  connection  with  the 
pickup,  delivery,  or  transfer  between  sta¬ 
tions  of  property  shipped  or  destined  for 
shipment  by  rail  are  an  integral  part  of 
the  operation  of  a  railroad  and  as  such 
should  be  included  within  the  scope  of 
the  Railroad  Radio  Service.  In  addition, 
the  petition  of  the  Association  of  Amer¬ 
ican  Railroads  seeks  amendment  of 
§  16.351  (a) ,  governing  eligibility  in  the 
Railroad  Radio  Service,  to  preclude  a 
possible  interpretation  that  this  section 
includes  persons  other  than  railroad 
common  carriers  which  may  fall  within 
the  literal  wording  of  §  16.351  (a)  as 
being  “persons  regularly  engaged  in  of¬ 
fering  to  the  public  a  passenger  or  freight 
transportation  service  by  railroad  com¬ 
mon  carrier.’’ 

4.  Additionally,  the  petition  of  the 
Association  of  American  Railroads  seeks 
amendment  of  §  16.352  (b)  to  delete  the 
protection  afforded  the  frequencies 
159.57,  159.81,  160.53,  161.01,  161.31  of 
161.67  Me.  At  the  time  the  original  rules 
governing  the  Railroad  Radio  Service 
were  promulgated,  it  was  deemed  ad¬ 
visable  to  afford  protection  to  the  fore¬ 
going  frequencies  which  were  reserved 
primarily  for  poiut-to-train  communica¬ 


tions  in  main  line  operation.  Since  that 
time  the  operating  experience  of  the 
railroads  has  demonstrated  that  this 
protection  is  unnecessary  and  accord¬ 
ingly  should  be  deleted  from  the  rules. 

5.  From  the  additional  information 
submitted  by  petitioners,  it  appears  that 
it  would  be  in  the  public  interest  to  insti¬ 
tute  a  rule  making  proceeding  looking 
toward  amendment  of  §  16.351  (a)  of 
Part  16  to  provide  for  the  eligibility  in 
the  Railroad  Radio  Service  of  railroad 
express  agencies  wholly  owned  by  rail¬ 
road  common  carriers.  It  is  proposed 
also  to  amend  §  16.351  (a)  to  preclude  a 
possible  interpretation  that  this  section 
includes  persons  other  than  railroad 
common  carriers.  In  addition,  it  is 
proposed  to  amend  §  16.352  (b) ,  govern¬ 
ing  the  scope  of  communications  per¬ 
missible  to  stations  in  the  Railroad  Radio 
Service,  to  provide  for  communications 
in  connection  with  the  operation  of  land 
motor  vehicles  engaged  in  the  pickup, 
delivery,  or  transfer  between  stations  of 
property  shipped,  continued  in,  or  des¬ 
tined  for  shipment  by  railroad  common 
carrier.  As  presently  written  §  16.352 
(b)  provides  only  for  communications 
in  connection  with  the  operation  of  rail¬ 
road  rolling  stock  (such  as  end-to-end, 
fixed  point-to-train,  and  train-to-train) , 
yard  and  terminal  operations  and  rail¬ 
road  operation  and  maintenance.  It  is 
further  proposed  to  delete  the  special 
protection  afforded  by  §  16.352  (b)  to  the 
frequencies  159.57,  159.81,  160.53,  161.01, 
161.31  and  161.67  Me. 

6.  The  proposed  amendments  are  is¬ 
sued  under  the  authority  contained  in 
sections  4  (i),  303  (b)  (c),  and  (r)  of 
the  Communications  Act  of  1934, ,  as 
amended,  and  are  set  forth  below. 

7.  Any  interested  person  who  is  of 
the  opinion  that  the  proposed  amend¬ 
ments  should  not  be  adopted  or  should 
not  be  adopted  in  the  form  set  forth 
herein,  and  any  person  desiring  to  sup¬ 
port  this  proposal  may  file  with  the  Com¬ 
mission  on  or  before  December  19,  1956, 
a  written  statement  or  brief  setting  forth 
his  comments.  Replies  to  such  com¬ 
ments  may  be  filed  within  ten  days  from 
the  last  date  for  filing  original  com¬ 
ments.  No  additional  comments  may  be 
filed  unless  (1)  specifically  requested  by 
the  Commission  or  (2)  good  cause  may 
be  filed  unless  (1)  specifically  requested 
by  the  Commission  or  (2)  good  cause  for 
the  filing  of  such  additional  comments 
is  established.  The  Commission  will 
consider  all  such  comments  prior  to 
taking  final  action  in  this  matter,  and 
if  comments  are  submitted  warranting 
oral  argument,  notice  of  the  time  and 
place  of  such  oral  argument  will  be 
given. 

8.  In  accordance  with  the  provisions 
of  §  1.764  of  the  Commission’s  rules  and 
regulations  an  original  and  14  copies  of 
all  statements,  briefs,  or  comments  filed 
shall  be  furnished  the  Commission. 

Adopted:  November  8,  1956. 

Released:  November  13,  1956. 

Federal  Communications 
Commission, 

[seal]  Mary  Jane  Morris, 

Secretary. 


Friday,  November  16,  1956 
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It  is  proposed  to  amend  subparagraphs 
(1)  and  (2)  of  §  16.351  (a)  to  read  as 
follows: 

( 1 )  Railroad  common  carriers,  includ¬ 
ing  railroad  express  companies  wholly 
owned  ,by  railroad  common  carriers, 
which  are  regularly  engaged  in  the 
transportation  of  passengers  or  property 
when  such  passengers  or  property  are 
transported  over  all  or  part  of  their  route 
by  railroad. 

(2)  A  non-profit  organization  or  asso¬ 
ciation  organized  for  the  purpose  of  fur¬ 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

[Order  No.  001.  Arndt.  3] 

Revested  Oregon  and  California  Rail¬ 
road  Grant  Lands  and  Coos  Bat 
Wagon  Road  Grant  Lands 

declaration  of  annual  productive 

CAPACITY 

November  9. 1956. 

The  annual  productive  capacities  of 
the  Master  Units  composing  the  Re¬ 
vested  Oregon  and  California  Railroad 
Grant  Lands  and  the  Coos  Bay  Wagon 
Road  Grant  Lands  in  Oregon  as  declared 
in  Bureau  Order  601,  dated  October  25, 
1955,  are  amended  as  follows: 

Annual  productive 
»  capacity  (feet- 
Master  unit  board  measure) 

1.  Columbia  River _ _  20,  600, 000 

2.  Clackamas-Molalla _  18, 000, 000 

3.  Alsea-Rickreall . . .  61, 000, 000 

4.  Santiam  River _  44,  600,  000 

6.  Upper  Willamette _  61, 100,  000 

6.  Sluslaw  _  67,  000,  000 

7.  Douglas  _  106,  300, 000 

8.  South  Umpqua _  26,  600, 000 

9.  South  Coast _  160, 100,  000 

10.  Josephine _  48,  800,  000 

11.  Jackson _  64,  700,  000 

12.  Klamath _ _ 13, 200,  000 


Total _  660,700,000 

Edward  Woozley, 
Director. 

IP.  R.  Doc.  66-0391:  Piled,  Nov.  16,  1966; 
8:46  a.  m.] 


Alaska 

NOTICE  OF  PROPOSED  WITHDRAWAL  AND 
RESERVATION  OF  LANDS 

The  Department  of  the  Air  Force  has 
filed  an  application.  Serial  No.  Fairbanks 
012896.  for  the  withdrawal  of  the  lands 
described  below,  from  all  forms  of  ap¬ 
propriation  under  the  public  land  laws, 
including  mining  and  mineral  leasing 
laws.  The  applicant  desires  the  land  for 
a  military  communications  site. 

For  a  period  of  60  days  from  the  date 
of  publication  of  this  notice,  persons 
having  cause  may  present  their  objec¬ 
tions  in  writing  to  the  undersigned  ofiQ- 
cial  of  the  Bureau  of  Land  Management, 
No.  223 - 6 


nishing  a  radiocommunication  service 
solely  to  railroad  common  carriers  who 
are  actually  engaged  in  the  activity  set 
forth  imder  subparagraph  (1)  of  this 
paragraph. 

It  is  proposed  to  amend  §  16.352  (b) 
to  read  as  follows: 

(b)  All  frequencies  in  paragraph  (a) 
of  this  section  may  also  be  assigned  to 
base  and  mobile  stations  to  be  used  for 
communications  which  are  of  practical 
necessity  in  connection  with  railroad 


NOTICES 


Department  of  the  Interior,  Box  480, 
Anchorage,  Alaska. 

If  circumstances  warrant  it,  a  public 
hearing  will  be  held  at  a  convenient 
time  and  place,  which  will  be  annoimced. 

The  determination  of  the  Secretary 
on  the  application  will  be  published  in 
the  Federal  Register.  A  separate  notice 
will  be  sent  to  each  interested  party  of 
record. 

The  lands  involved  in  the  application 
are: 

T.  1  S.,  R.  2  W.,  Fairbanks  Meridian, 

Section  30:  SEi^NEVi;  NyaSEl^;  Sl^SE»^. 
T.  2  S.,  R.  2  W.,  Fairbanks  Meridian, 

Section  6:  Lots  2,  3,  4,  SW^^NEl^:  Lots  5, 
6,  7,  SE^^NW44;  Ey2SW^^;  Wy2SE»4. 

Containing  644.01  acres. 

Robert  J.  Coffman, 
Acting  Operations  Supervisor. 

[F.  R.  Doc.  56-9392;  FUed,  Nov.  16,  1956; 
8:47  a.  m.] 


Office  of  the  Secretary 

[New  Mexico  019116] 

New  Mexico 

partially  revoking  departmental  OkDER 
OF'  SEPTEMBER  1,  1939,  WHICH  PLACED 
LANDS  under  JURISDICTION  OF  COMMIS¬ 
SIONER  OF  INDIAN  AFFAIRS  FOR  USE  OF 
NAVAJO  INDIANS 

By  virtue  of  the  authority  vested  in 
the  Secretary  of  the  Interior  by  section 
4  of  the  act  of  March  3,  1927  (44  Stat. 
1347),  it  is  ordered  as  follows: 

The  Departmental  order  of  Septem¬ 
ber  1,  1939,  temporarily  withdrawing 
lands  for  Indian  use  in  aid  of  proposed 
legislation  to  adjust  Navajo  Indian  land 
matters  in  New  Mexico,  is  hereby  re¬ 
voked  so  far  as  it  affects  the  following- 
described  lands: 

New  Mexico  Principal  Meridian 

T.  18  N.,  R.  12  W., 

Sec.  2,  lot  4,  Si/4NW^.  and  SW^A; 

Secs.  11  and  23. 

The  areas  described  aggregate  1,562.40 
acres. 

The  released  lands  are  embraced  in 
State  Exchange  Application'  New  Mex¬ 
ico  019116,  by  which  the  offered  lands 
will  benefit  a  Federal  land  prc^ram. 
The  lands,  therefore,  are  not  subject  to 
the  provisions  contained  in  the  act  of 


operation  or  maintenance,  including  use 
in  connection  with  the  operation  of  land 
motor  vehicles  engaged  in  the  pickup, 
delivery,  or  transfer  between  stations  of 
property  shipped,  continued  in,  or  des¬ 
tined  for  shipment  by  railroad  common 
carrier;  provided  Interference  is  not 
caused  to  stations  authorized  under  the 
provisions  of  paragraph  (a)  of  this 
section. 

[F.  R.  Doc.  66-9419;  Filed,  Nov.  15,  1956; 

8:52  a.  m.] 


September  27, 1944  (58  Stat.  747;  U.  S.  C. 
279-284)  as  amended,  granting  prefer¬ 
ence  rights  to  veterans  of  World  War  II, 
the  Korean  Conflict,  and  others. 

Fred  A.  Seaton, 
Secretary  of  the  Interior. 

November  8,  1956. 

[F.  R.  Doc.  56-9393;  Filed,  Nov.  15,  1956; 
8:47  a.  m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 

% 

Horse  Cave,  Bowling  Green,  Russell¬ 
ville,  AND  Franklin,  Kentucky,  To¬ 
bacco  Markets 

DETERMINATION  WITH  RESPECT  TO  DISTRI¬ 
BUTION  OF  INSPECTION  SERVICE 

On  October  12,  1956,  a  notice  to  the 
effect  that  the  United  States  Department 
of  Agriculture  has  under  consideration 
the  distribution  of  inspection  service  be¬ 
tween  the  Horse  Cave,  Kentucky;  Bowl¬ 
ing  Green,  Kentucky;  Russellville, 
Kentucky;  and  Franklin,  Kentucky  bur- 
ley  tobacco  markets  was  published  in  the 
Federal  Register  (21  F.  R.  7809).  The 
notice  stated  that’  among  the  factors 
to  be  considered  in  distributing  the  in¬ 
spection  service  on  an  equitable  basis 
are  quantity  of  tobacco  available  for 
inspection,  adequacy  of  facilities,  history 
of  marketings,  area  and  producers  serv¬ 
iced,  and  the  reasonableness  of  the  in¬ 
spection  provided  as  it  relates  to  orderly 
marketing  by  producers  in  the  respective 
market  areas.  A  period  of  20  days  was 
allowed  to  interested  parties  for  the 
submission  of  written  data,  views,  and 
arguments  with  respect  to  the  matter. 

Written  data,  views,  and  arguments 
were  filed  by  the  Bowling  Green,  Ken¬ 
tucky,  market;  the  Horse  Cave,  Ken¬ 
tucky,  market;  and  by  the  Burley  To¬ 
bacco  Board  of  Trade  for  the  Franklin 
and  Russellville,  Kentucky,  burley  mar¬ 
kets.  Determinations  herein  set  forth 
were  made  after  giving  careful  consid¬ 
eration  to  these  data,  views,  and  argu¬ 
ments.  Arguments  presented  and  the 
data  developed  were  considered  in  rela¬ 
tion  to  the  purposes  of  The  Tobacco 
Inspection  Act,  and  It  is  determined 
that  the  action  herein  set  forth  is  equi¬ 
table  and  will  effectuate  the  purposes  of 
The  Tobacco  Inspection  Act. 
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As  a  result  of  the  geographic  location 
of  these  markets,  together  with  the  ro¬ 
tating  or  alternating  arrangements 
recognized  by  inspectors  and  buying  or¬ 
ganizations  in  these  markets,  distribu¬ 
tion  of  the  inspection  service  should  be 
considered  in  two  parts.  Under  the  cur¬ 
rent  arrangement  a  set  of  inspectors,  in 
addition  to  the  one  set  regularly  assigned 
to  each  of  the  Horse  Cave  and  Bowling 
Green  markets,  alternates  between  these 
two  markets.  Also,  the  set  of  inspectors 
which  functions  in  Franklin  two  days  per 
week  and  Russellville  two  days  per  week 
provides  one  day  per  week  service  to  the 
Bowling  Green  market.  It  follows  that 
buying  organizations  represented  on  the 
sales  involved  follow  this  same  rotation 
between  markets.  Accordingly,  consid¬ 
eration  of  the  distribution  of  the  inspec¬ 
tion  service  resulting  from  the  two  alter¬ 
nating  arrangements  is  primarily 
concerned  with  determining  whether  the 
circumstances  warrant  any  reapportion¬ 
ment  of  the  time  of  either  of  the  alter¬ 
nating  sets  of  inspectors. 

Bowling  Green  and  Horse  Cave  are  old 
established  burley  markets  and  prior  to 
19'!9  functioned  as  one-sale  markets. 
Concurrently  the  Department  provided 
one  set  of  inspectors  to  each  market. 
Beginning  in  1949  a  set  of  inspectors,  in 
addition  to  the  one  set  serving  in  each 
market,  has  alternated  between  Bowling 
Green  and  Horse  Cave.  This  set  of  in¬ 
spectors  ajternated  between  the  Bowling 
Green  and  Horse  Cave  markets  on  an 
equal  basis  during  the  1949-53  crop  mar¬ 
keting  seasons.  Under  this  arrangement 
the  Department  provided  inspection  for 
a  total  of  three  sales  in  the  two  markets; 
and  since  one  of  the  sales  alternated  on 
an  equal-time  basis,  ins^ction  was  pro¬ 
vided  for  a  sale  and  one-half  in  each 
market.  Beginning  in  1954  this  arrange¬ 
ment  was  changed,  whereby  the  alter¬ 
nating  set  of  inspectors  spent  one  addi¬ 
tional  day  per  week  in  Horse  Cave  and 
one  day  less  per  week  in  Bowling  Green. 
As  a  result  of  this  change,  the  alternat¬ 
ing  set  of  inspectors  functioned  on  the 
basis  of  SVa  days  per  week  in  Horse  Cave 
and  1  days  per  week  in  Bpwling  Green. 
Simultaneously  inspection  service  relin¬ 
quished  by  Bowling  Green  was  offset  by 
transferring  the  one  day  per  week  in¬ 
spection  that  formerly  functioned  in 
Scottsville,  Kentucky,  to  Bowling  Green. 
These  inspection  arrangements  have 
prevailed  for  the  Bowling  Green  and 
Horse  Cave  markets  during  the  market¬ 
ing  of  the  1954  and  1955  crops.  Ex¬ 
pressed  in  terms  of  sets  of  inspectors  or 
sets  of  buyers,  this  amounts  to  1.7  sets 
for  Horse  Cave  and  1.5  sets  for  Bowling 
Green. 

Beginning  with  the  1949  crop,  burley 
sales  were  initiated  in  Russellville, 
Franklin,  and  Scottsville,  Kentucky.  The 
one  set  of  inspectors  which  constituted 
the  entire  service  provided  these  markets 
alternated  between  these  markets  in¬ 
specting  tobacco  two  days  per  week  in 
Russellville,  two  days  per  week  in  Frank¬ 
lin,  and  one  day  per  week  in  Scottsville. 
This  arrangement  continued  during  the 
marketing  of  the  1949  through  1953 
crops.  The  Scottsville  market  was  dis¬ 
continued  after  the  sale  of  the  1953  crop. 
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and  the  one  day  per  week  inspection  serv¬ 
ice  formerly  provided  to  Scottsville  was 
transferred  to  Bowling  Green  beginning 
with  the  1954  crop  marketing  season. 
Consequently,  this  set  of  inspectors  con¬ 
tinued  to  provide  service  to  the  Russell¬ 
ville  market  for  two  days  per  week  and  to 
the  Franklin  market  for  two  days  per 
week,  but  provided  one  day  per  week 
service  to  Bowling  Green  in  lieu  of  the 
discontinued  market  of  Scottsville,  Ken¬ 
tucky.  Transferring  this  day  to  Bowling 
Green  compensated  Bowling  Green  for 
the  day  that  was  transferred  from  Bowl¬ 
ing  Green  to  Horse  Cave  and  continued 
the  service  in  Bowling  Green  at  the  level 
of  1.5  sets  of  inspectors.  This  transfer¬ 
ring  of  the  “Scottsville  day”  to  Bowling 
Green  was  pointed  out  in  describing  the 
service  arrangements  between  the  Bowl¬ 
ing  Green  and  Horse  Cave  markets. 

Exhibit  A,  set  forth  below,  contains  a 
tabulation  showing  total  sales  and  sales 
per  set  of  Inspectors  in  the  Bowling 
Green  and  Horse  Cave  markets  for  the 
1949-55  marketing  seasons.  For  the 
marketing  seasons  1949  through  1953 
each  of  these  markets  functioned  with  1.5 
sets  of  inspectors.  During  the  1954  and 
1955  seasoris  the  Horse  Cave  market 
functioned  with  1.7  sets  of  inspectors  and 
Bowling  Green  with  1.5  sets  of  inspectors. 
During  the  five  marketing  seasons  1949- 
53  Horse  Cave  sold  an  average  of  12.6 
million  pounds  of  tobacco  per  season. 
Sales  on  the  Bowling  Green  market  dur¬ 
ing  the  1949-53  marketing  seasons  aver¬ 
aged  8.4  million  poimds  per  season.  It 
should  be  noted  that  an  equal  amount  of 
inspection  service  was  provided  on  these 
markets  during  this  five-year  period  and 
that  the  average  annual  volume  of  sales 
in  the  Horse  Cave  market  was  50  percent 
larger  than  sales  in  the  Bowling  Green 
market.  Expressed  in  volume  of  sales  per 
set  of  inspectors,  average  annual  sales 
in  Horse  Cave  were  8.4  million  pounds  as 
compared  with  5.6  million  pounds  in 
Bowling  Green.  Since  each  market  had 
an  equal  amount  of  inspection  service, 
this  comparison  shows  the  same  results 
as  the  above  comparison  of  total  sales  or 
that  volume  of  sales  per  set  of  inspectors 
in  Horse  Cave  exceeded  the  volume  sold 
in  Bowling  Green  per  set  of  inspectors  by 
50  percent. 

During  the  marketing  season  1954-55 
total  sales  in  the  Horse  Cave  market 
amounted  to  32  million  pounds,  or  16 
million  poimds  per  season.  This,  since 
there  were  1.7  sets  of  inspectors  func¬ 
tioning  in  the  market,  amounted  to  sales 
of  9.4  million  pounds  per  set  of  inspec¬ 
tors.  During  the  1954  and  1955  market¬ 
ing  seasons  total  sales  in  the  Bowling 
Green  market  amounted  to  18.3  million 
pounds,  or  9.2  million  pounds  per  season. 
This,  since  there  were  1,5  sets  of  in¬ 
spectors  functioning  in  the  market, 
amounted  to  sales  of  6.1  million  pounds 
per  set  of  inspectors.  This  shows  that 
for  the  1954-55  marketing  season  volume 
of  sales  per  set  of  inspectors  in  Horse 
Cave  was  more  than  50  percent  larger 
than  in  fowling  Green.  It  should  be 
noted  that  sales  in  the  Horse  Cave  mar¬ 
ket  during  the  1954-55  marketing  sea¬ 
sons  not  only  increased  but  increased  in 
relation  to  total  sales  in  the  two  markets 


of  Bowling  Green  and  Horse  Cave.  It 
will  be  noted  that  durin'fe  these  two  sea-' 
sons  Horse  Cave  functioned  with  1.7  sets 
of  inspectors  as  compared  with  1.5  sets  in 
the  Bowling  Green  market.  Based  on 
volume  of  sales,  however.  Horse  Cave 
continued  to  increase  its  relative  posi¬ 
tion  over  Bowling  Green  after  adjusting 
for  the  difference  in  the  amount  of  in¬ 
spection  service  provided  the  two 
markets. 

Exhibit  B,  set  forth  below,  contains  a 
tabulation  showing  total  sales  and  sales 
per  set  of  inspectors  in  the  Bowling 
Green,  Franklin,  and  Russellville  mar¬ 
kets  for  the  1949-55  marketing  seasons. 

It  should  be  noted  that  during  this  entire 
period  the  Bowling  Green  market  func¬ 
tioned  with  1.5  sets  of  inspectors  and 
each  of  the  markets  of  Franklin  and 
Russellville  functioned  with  .4  of  a  set 
of  inspectors.  This  difference  in  inspec¬ 
tion  service  provided  in  these  markets  is 
reflected  in  the  average  annual  volume 
of  sales.  Sales  in  the  Bowling  Green 
market  during  the  1949-55  marketing 
seasons  averaged  8.6  million  pounds  per 
season.  Sales  in  the  Franklin  and  Rus¬ 
sellville  markets  during  this  period  aver¬ 
aged  1.8  and  1,6  million  pounds,  respec¬ 
tively.  Expressed  in  sales  per  set  of 
inspectors.  Bowling  Green  sold  5.7  mil¬ 
lion  pounds  per  season  and  Franklin  and 
Russellville  sold  an  equivalent  of  4.6  and 
4.1  million  pounds,  respectively.  Ac¬ 
cordingly,  it  would  appear  that  in  rela¬ 
tion  to  the  inspection  service  provided 
there  is  no  marked  difference  in  sales 
between  these  three  markets,  although 
sales  in  Bowling  Green  did  exceed  sales 
in  either  the  Franklin  or  Russellville 
markets. 

It  is  contended  by  the  Bowling  Green 
market  that  the  number  of  growers 
served  should  be  a  major  consideration 
in  any  possible  redistribution  of  the  in¬ 
spection  service  provided.  This  is  an 
important  consideration  apd  it  is  gen¬ 
erally  concluded  that  tobacco  allotments 
in  the  Bowling  Green-Franlklin-Russell- 
ville  area  are  small  and  the  number  of 
growers  serviced  relatively  large  in  re¬ 
lation  to  sales.  However,  it  is  extremely 
difficult,  if  not  impossible,  to  establish 
market  boundaries  or  to  prescribe  the 
area  served  by  individual  markets  in  the 
group.  In  connection  with  the  markets 
under  consideration  we  find  Bowling 
Green,  Franklin,  and  Russellville  are  in 
immediately  adjacent  counties.  One  ad¬ 
ditional  market  not  involved  in  this  con. 
sideration  is,  however,  located  in  a  con¬ 
tiguous  county,  and  the  county  in  which 
Horse  Cave  is  located  is  immediately 
contiguous  to  this  county.  This  results 
in  burley  tobacco  markets  being  located 
in  five  immediately  adjacent  counties. 
As  a  result,  cross  hauling  and  overlap¬ 
ping  cff  “market  areas”  are  peculiarly 
pronounced  for  the  producing  area  as¬ 
cribed  to  these  markets.  It  is  recognized 
that  growers  in  a  number  of  the  more 
centrally  located  counties  sell  tobacco 
in  each  of  the  markets  involved.  Con¬ 
sequently,  it  is  difficult  to  segregate  this 
factor  for  accurate  appraisal  since  much 
of  the  production  cannot  be  ascribed  to 
any  specific  market. 

In  considering  this  factor  it  should  be 
noted  that  the  area  that  might  normally 
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be  referred  to  or  “claimed  as”  the^BowTi- 
ing  Green  marketing  area  has  b^n  re¬ 
duced  or  encroached  upon  in  recent 
years.  Certainly,  the  Franklin  and  Rus¬ 
sellville  markets  have  cut  into  the  area 
served  by  the  Bowling  Green  market. 
These  markets  are  in  counties  that  ad¬ 
join  the  county  in  which  Bowling  Green 
is  located  and  are  competing  markets. 
In  the  absence  of  increased  production, 
it  is  inconceivable,  in  view  of  the  loca¬ 
tion  of  these  markets,  that  they  could 
sell  the  volume  of  tobacco  indicated  in 
Exhibit  B  without  reducing  volume  of 
sales  and  number  of  growers  served  by 
the  Bowling  Green  market. 

This  reasoning  is  substantiated  by  re¬ 
viewing  Exhibit  C,  set  forth  below,  show¬ 
ing  sales  in  the  Bowling  Green  market 
prior  to  the  establishment  of  the  Frank¬ 
lin  and  Russellville  markets.  For  the 
five-year  period  immediately  preceding 
the  establishment  of  the  Franklin  and 
Russellville  markets  (1944-48),  sales  in 
the  Bowling  Green  market  averaged  10:7 
million  pounds  per  season.  It  is  signifl-  , 
can’t  to  note  that  during  these  years  the 
Bowling  Green  market  was  served  by 
only  one  set  of  inspectors ;  that  is,  it  was 
what  we  term  a  one-sale  market.  The 
volume  of  sales  during  this  period  was 
substantially  in  excess  of  current  annual 
sales,  even  though  inspection  service  is 
currently  provided  for  1.5  sales  as  com¬ 
pared  with  service  for  one  sale  during 
the  earlier  period.  This  suggests  that 
the  service  currently  provided  in  Bowl- ' 
ing  Green  is  excessive  in  relation  to  the 
past  history  o£  marketings  and  growers 
served. 

Adequacy  of  facilities  is  important  in 
connection  with  receiving,  handling,  and 
selling  tobacco.  Prom  time  to  time  at¬ 
tention  has  been  called  to  the  general 
overexpansion  df  facilities  incident  to 
the  selling  of  tobacco.  We  have  noted 
the  facilities  available  in  the  markets 
involved  in  this  consideration  and  have, 
concluded  that  facilities  are  adequate  in 
each  of  the  markets. 

Summarizing,  we  find  that  sales  in  the 
Horse  Cave  market  have  increased  in  re¬ 
lation  to  total  sales  in  the  Horse  Cave 
and  Bowling  Green  markets.  The  vol¬ 
ume  of  sales  in  t|je  Horse  Cave  market 
is  50  percent  greater  per  set  of  inspectors 
than  it  is  in  the  Bowling  Green  market. 
This  indicates  that  the  distribution  of 
inspection  service  between  these  two 
markets  is  unrealistic.  It  also  indicates 
that  a  reduction  in  the  amount  of  inspec¬ 
tion  time  currently  allotted  to  Bowling 
Green  and  a  corresponding  increase  in 
the  inspection  service  allotted  to  Horse 
Cave  would  be  in  the  growers’  interest. 
This  is  substantiated  by  the  history  of 
marketings  which,  as  shown  by  Exhibit 
A,  set  forth  below,  reflects  a  rather  sub¬ 
stantial  increase  in  volume  of  sales  per 
set  of  inspectors  in  the  Horse  Cave  mar¬ 
ket.  Exhibit  A  shows  from  the  stand¬ 
point  of  volume  of  sales  that  the  relative 
positions  of  the  Horse  Cave  and  Bowling 
Green  markets  have  moved  in  opposite 
directions.  Sales  in  the  Horse  Cave 
market  have  increased  in  relation  to 


total  sales  in  the  two  markets,  while 
sales  in  Bowling  Green  have  declined. 

After  xonsidering  number  of  growers, 
it  is  concluded  that  the  demands  on 
Bowling  Green  and  perhaps  other  mar¬ 
kets  in  this  immediate  arxa  from  this 
point  of  view  have  been  reduced.  This 
results  from  the  establishment  of  com¬ 
peting  markets.  In  view  of  the  estab¬ 
lishment  of  the  Franklin  and  Russell¬ 
ville  markets,  together  with  their  geo¬ 
graphic  location  with  respect  to  Bowling 
Green,  it  is  evident  that  there  has  been 
some  reduction  in  the  number  of  grow¬ 
ers  served  by  the  Bowling  Green  market. 
As  shown  in  Exhibit  B,  set  forth  below, 
volume  of  sales  per  set  of  inspectors  is 
slightly  larger  in  Bowling  Green  than 
for  either  the  Franklin  or  Russellville 
market.  However,  it  should  be  noted 
that  the  difference  is  relatively  small  and 
is  predicated  on  only  two  marketing 
seasons. 

Wherefore,  it  is  hereby  found  and  de¬ 
termined  that  there  is  insufficient  justi- 
flcation  for  any  reapportionment  of  the 
inspection  service  provided  the  Bowling 
Green,  Franklin,  and  Russellville  mar¬ 
kets  by  the  set  of  inspectors  which  alter¬ 
nates  between  these  three  markets;  ac¬ 
cordingly,  it  is  further,  determined  that 
the  set  of  inspectors  which  heretofore 
has  alternated  between  Franklin,  Rus¬ 
sellville,  and  Bowling  Green  on  the  basis 
of  two  days  per  week  in  Russellville,  two 
days  per  week  in  Franklin,  and  one  day 
in  Bowling  Green  will  continue  to  func¬ 
tion  on  this  basis. 

Wherefore,  it  is  hereby  found  and  de¬ 
termined  that  the  set  of  inspectors  which 
heretofore  has  alternated  between  Bowl¬ 
ing  Green  and  Horse  Cave  will  serve 
growers  to  better  advantage  by  spending 
full  time  in  the  Horse  Cave  market. 
During  the  1954-55  marketing  seasons 
this  set  of  inspectors  functioned  on  a 
basis  of  V/2  days  per  week  in  the  Bowl-, 
ing  Green  market  and  3  V2  days  per  week 
in  the  Horse  Cave  market.  It  is  further 
determined  that  beginning  with  the  1956 
crop  marketing  season  this  V/i  days  per 
week  of  inspection  service  provided  by 
the  set  of  inspectors  which  has  been 
alternating  between  the  Bowling  Green 
and  Horse  Cave  burley  markets  will  be 
transferred  to  the  Horse  Cave  market. 


It  is  hereby  further  found  and  deter¬ 
mined,  for  the  reasons  herein  set  forth, 
that  it  is  impracticable  and  contrary  to 
the  public  interest  to  postpone  the 
effective  date  hereof  until  thirty  days 
after  publication  in  the  Federal  Register 
(5  U.  S.  C.  1001  et  seq.).  The  1956  crop 
marketing  season  for  burley  tobacco 
will  open  November  27,  1956;  Growers 
are  presently  engaged  in  the  preparation 
of  tobacco  for  market,  and  prior  to  No¬ 
vember  27  large  quantities  of  tobacco 
will  be  delivered  to  market.  Under  these 
circumstances,  any  possible  doubt  with  ' 
respect  to  the  distribution  of  the  inspec¬ 
tion  service  between  these  markets 
should  be  clarified  at  the  earliest  pos¬ 
sible  date.  Since  growers  are  engaged  in 
the  preparation  and  delivery  of  tobacco 
to  market  and  warehouse  operators  in  • 
the  receiving  of  tobacco  for  opening 
sales,  any  delay  in  the  effective  date  of 
the  determination  with  respect  to  the 
distribution  of  the  inspection  service 
between  these  markets  would  work  an 
undue  and  unnecessary  hardship  on 
producers,  warehouse  operators,  and 
other  market  participants.  It  follows 
that  any  delay  in  the  effective  date  of 
this  determination  would  be  contrary  to 
the  public  interest. 

On  October  12,  1956,  a  notice  to  the 
effect  that  the  United  States  Depart- 
'  ment  of  Agriculture  was  considering  the 
distribution  of  inspection  service  be¬ 
tween  the  Horse  Cave,  Kentucky;  Bowl¬ 
ing  Green,  Kentucky;  Russellville,  Ken¬ 
tucky;  and  Franklin,  Kentucky,  burley 
tobacco  markets  was  published  in  the 
Federal  Register  (21  F.  R.  7809) .  Data, 
views,,  and  arguments  were  filed  by  each 
of  the  markets  named  in  the  notice  and 
more  than  30  days  have  elapsed  since  the 
notice  was  given  that  the  Department 
was  considering  the  distribution  of  the 
inspection  service  between  these  mar¬ 
kets.  Accordingly,  the  aforesaid 
determination  shall  become  effective  im¬ 
mediately  upon  publication  thereof  in  the 
Federal  Register. 

Done  at  Washington,  D.  C.,  this  13th 
day  of  November  1956. 

[seal]  Roy  W.  Lennartson, 

Deputy  Administrator, 
Agricultural  Marketing  Service. 


EXHIBIT  a 


Burley  Tobacco— Sets  of  Inspectors,  Volume  of  Sales,  anp  Sales  Per  Set  of  Inspectors,  1949-55;  Bowling 
Oreen  and  Horse  Cave,  Ky.,  Markets 


Year 

Bets  of  Inspectors 

Season  gross  sales 

Sales  per  set  of 
inspectors 

Bowling 

Oreen 

Hor.se 

Cave 

Bowling 

Green 

Horse 

Cave 

Bowling 

Oreen 

Horse 

Cave 

Million 

MiUton 

Million 

Million 

Number 

Number 

poundt 

pounds 

pounds 

pounds 

1.5 

1.5 

7.8 

10. 3 

5.2 

6.9 

1.5 

1.5 

7.4 

9.1 

4.9 

1  6.1 

1.5 

1.5 

9.3 

13.1 

6.2  1 

8.7 

1.5 

1.5 

9.9 

16.0 

6.6 

10.7 

1.6 

1.6 

7.7 

14.5 

5.1 

9.7 

8.4 

12.6 

5.6 

8.4 

l.fr 

i.7 

10.4 

18.5 

&9 

10.9 

1.5 

1.7 

7.9 

13.5 

6.3 

7.9 

9.2 

16.0 

6l1 

9.4 
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EXHIBIT  B 


BtmLEY  Tobacco— Sets  or  Inspectors,  Volume  or  Sales,  and  Sales  Per  Set  or  Inspectors,  1049-55;  Bowlino 
Green,  Franklin,  and  Russellville,  Ky.,  Markets 


Year 

Sets  of  inspectors 

Season  gross  ^les 

Sales  per  set  of  inspectors 

Bowling 

Green 

Franklin 

Russell¬ 

ville 

Bowling 

Green 

Franklin 

Russell¬ 

ville 

Bowling 

Green 

Franklin 

Russell¬ 

ville 

1949  . 

1950  . 

1951  . . . 

1952  . 

1953  . 

1954  . 

1955  . 

Average  1949-65.. 

Number 

1.5 

1.6 
1.5 

1.5 

1.6 
1.5 
1.5 

Number 
0.4 
'  .4 
.4 
.4 
.4 
.4 
.4 

Number 

0.4 

.4 

.4 

.4 

.4 

.4 

.4 

MOlion 

pounds 

7.8 
7.4 
9.3 

9.9 
7.7 

10.4 

7.9 

Million 

pounds 

1.9 

1.2 

1.8 

2.2 

1.8 

2.2 

1.7 

Million 

pounds 

1.5 

.7 

1.4 
1.9 

.  1-2 

2.5 
2.2 

Million 

pounds 

5.2 

4.9 

6.2 
6.6 
6.1 

6.9 
5.3 

Million 

pounds 

4.8 

3.0 

4.5 

6.6 

4.5 

6.5 
4.2 

MiUion 

pounds 

3.8 

1.8 

3.5 
4.8 
3.0 
6.2 

5.5 

8.6 

1.8 

1.6 

6.7 

4.6 

4.1 

EXHIBIT  O 


Burley  Tobacco— Sets  or  Inspectors  and  Volume 
or  Salks  in  the  Bowlino  Green  Market,  1044-48 
Crop  Marketing  Seasons 


Year 

Sets  of 
inspectors 

Volume  of 
sales 

1944 . 

1 

12,603,290 

1945  _ _ 

1 

10,891,950 

194fi  .  _ 

1 

12, 885, 484 

1947 . 

1 

7, 977, 184 

1948 _ _ _ 

1 

9, 237,548 

10,719,091 

[P.  R.  Doc.  66-9408;  Piled,  Nov. 

14,  1956; 

8:53  a.  m.] 


Arnold  Livestock  Commission  Co. 

POSTING  OF  STOCKYARD 

The  Secretary” of  Agriculture  has  in¬ 
formation  that  the  livestock  market 
known  as  the  Arnold  Livestock  Commis¬ 
sion  Company,  Arnold,  Nebraska,  is  a 
stockyard  as  defined  in  section  302  of 
the  Packers  and  Stockyards  Act,  1921, 
as  amended  (7  U.  S.  C.  202),  and  should 
be  made  subject  to  the  provisions  of  the 
act.  Notice  is  hereby  given,  therefore, 
that  the  Secretary  of  Agriculture  pro¬ 
poses  to  issue  a  rule  designating  the 
stockyard  named  above  as  a  posted  stock- 
yard  subject  to  the  provisions  of  the 
Packers  and  Stockyards  Act,  1921,-  as 
amended  (7  U.  S.  C.  181  et  seq.),  as  is 
provided  in  section  302  of  that  act. 

Any  person  who  wishes  to  submit 
written  data,  views,  or  arguments  con¬ 
cerning  the  proposed  rule  may  do  so  by 
filing  them  with  the  Director,  Livestock 
Division,  Agricultural  Marketing  Service, 
United  States  Department  of  Agriculture, 
Washington  25,  D.  C.,  within  15  days 
after  publication  hereof  in  the  Federal 
Register. 

Done  at  Washington,  D.  C.,  this  13th 
day  of  November  1956. 

(seal!  H.  E.  Reed, 

Director,  Livestock  Division, 
Agricultural  Marketing  Service. 

IP.  R.  Doc.  56-9409;  Piled,  Nov.  15,  1956; 

8:50  a.  m.] 


DEPARTMENT  OF  THE  TREASURY 

Office  of  the  Secretary 

[Treasury  Dept.  Order  167-26  (CGFR  56-44)  ] 
Commandant,  U.  S.  Coast  Guard 

DELEGATION  OF  CERTAIN  FUNCTIONS  OF 
SECRETARY  OF  THE  TREASURY 

By  Virtue  of  authority  vested  in  me 
by  Reorganization  Plan  No.  26  of  1950, 
10  U.  S.  C.  2311  and  14  U.  S.  C.  631,  there 
are  transferred  to  the  Commandant,  U. 
S.  Coast  Guard,  the  functions  of  the 
Secretary  of  the  Treasury  under: 

1.  Chapter  137,  Title  10,  United  States 
Code,  except  the  authority  to  make  de¬ 
terminations  and  decisions  under, 
clauses  (11) -(16)  of  section  2304  (a),  or 
section  2307  (a). 

2.  Clause  (11)  of  section  2304  (a). 
Title  10,  United  States  Code,  but  only 
for  contracts  requiring  the  expenditure 
of  not  more  than- $25,000. 

The  Commandant  may  make  provi¬ 
sion  for  'the  performance  by  subor¬ 
dinates  in  the  Coast  Guard  of  any  of 
the  functions  transferred  by  paragraph 
1,  and  by  the  Comptroller  of  the  Coast 
Guard  of  the  functions  transferred  by 
paragraph  2. 

Dated:  November  8,  1956. 

N 

[SEAL]  David  W.  Kendall, 

Acting  Secretary  of  the  Treasury. 

[P.  R.  Doc.  56-9412;  Piled,  Nov.  16,  1956; 

•  8:50  a.  m.] 


FEDERAL  COMMUNICATIONS 
COMMISSION 

[Docket  No.  11828;  PCC  56-1091] 
Class  B  FM  Broadcast  Stations 

REVISED  TENTATIVE  ALLOCATION  PLAN 

At  a  session  of  the  Federal  Communi¬ 
cations  Commission  held  at  its  offices  in 
Washington,  D.  C.,  on  the  8th  day  of 
November  1956; 

The  Commission  having  under  consid¬ 
eration  a  proposal  to  amend  the  Revised 
Tentative  Allocation  Plan  for  Class  B 
FM  Broadcast  Stations:  aiid 

It  appearing  that  Notice  of  Proposed 
Rule  Making  (PCC  56-916)  setting  forth 
the  above  amendment  was  issued  by  the 


Commission  on  September  28,  1956,  and 
was  duly  published  in  the  Federal  Regis¬ 
ter  (21  P.  R,  7583),  which  notice  pro¬ 
vided  that  interested  parties  might  file 
statements  or  briefs  with  respect  to  the 
said  amendment  on  or  before  October  26, 
1956;  and 

It  further  appearing  that  no  com¬ 
ments  were  received  either  favoring  or 
opposing  the  proposed  amendment; 

It  further  appearing  that  the  imme¬ 
diate  adoption  of  the  proposed  amend¬ 
ment  would  permit  Station  KGMS-FM, 
Sacramento,  California,  to  change  chan¬ 
nel  assignment  from  233  to  263  thereby 
eliminating  the  present  condition  where 
its  operations  on  Channel  No.  233  cause 
Interfereface  in  the  Sacramento  area  to 
reception  of  FM  broadcast  Station 
KPFA,  Berkeley,  California; 

It  further  appearing  that  authority 
for  the  adoption  of  the  proposed  amend¬ 
ment  is  contained  in  sections  4  (i) ,  301, 
303  (c),  (d),  (f),  and  (r),  and  307  (b) 
of  the  Communications  Act  of  1934,  as 
amended. 

It  is  ordered.  That  effective  immedi¬ 
ately,  the  Revised  Tentative  Allocation 
Plan  for  Class  B  PM  Broadcast  Stations 
is  amended  as  follows  in  respect  to 
Sacramento  and  San  Francisco,  Cali¬ 
fornia: 


General  area 

Chaimels 

Delete 

Add 

293 

233 

Sacramento,  fialif  _  .  _ _ 

263 

Released:  November  13,  1956. 


Federal  Communications 
Commission, 

[SEALi  Mary  Jame  Morris, 

Secretary. 

[P.  R.  Doc.  66-9420;  Piled,  Nov.  15,  1956; 
8:52  a.  m.] 


[Docket  No.  11866;  PCC  56-1098] 

Allocation  of  Frequencies  in  Bands 
Above  890  Me 

preliminary  NoflCE  OF  HEARING 

I.  Twelve  years  have  elapsed  since  the 
Commission  last  reviewed  fti  detail  the 
service  allocations  above  890  Me.  The 
existing  table  of  frequency  allocations  in 
that  part  of  the  spectrum  is  based  pri¬ 
marily  on  a  consideration  of  war-time 
developments  in  electronics  which  led  to 
the  adoption  of  an  international  table  of 
allocations  (Atlantic  City,  1947) .  Subse¬ 
quent  changes  in  the  Commission’s  Table 
and  sub-allocations  to  the  several  serv¬ 
ices  were  based  on  anticipated  service 
requirements  but  definitive  policies  relat¬ 
ing  to  eligibilities  have  never  been  estab¬ 
lished.  It  is  now  obvious  that  changes 
and  developments  in  the  art  of  radio, 
and  in  its  commercial  use,  have  brought 
about  a  need  to  reexamine  the  service 
allocations  of  frequency  bands  above 
890  Me,  where  some  of  the  services  an- 
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ticipated  twelve  years  ago  have  devel¬ 
oped  to  a  very  great  degree,  some  have 
failed  to  develop  at  all,  and,  in  some  in¬ 
stances,  the  shared  uses  which  have  been 
permitted  appear  to  be  incompatible. 

II.  The  Commission  has  had  under 
consideration  for  some  time,  various 
problems  associated  with  some  of  the 
service  allocations  in  the  bands  above 
890  Me.  Although  the  solution  of  each 
of  these  problems  in  itself  may  not  nec¬ 
essarily  have  a  substantial  impact  on  the 
spectrum,  the  solution  of  the  aggregate 
of  the  several  problems  may  have  serious 
impact.  And  it  is  not  clear  at  this  point 
that  the  Commission  is  in  position  to 
fully  assess  the  consequences  of  the  ag¬ 
gregated  solutions.  In  view  of  the  fore¬ 
going,  the  Commission  is  of  the  opinion 
that  a  preliminary  fact  finding  hearing 
should  be  held  for  the  purpose  of  consid¬ 
ering  the  issues  set  forth  below;  to  obtain 
full  information  pertinent  to  a  reexam¬ 
ination  of  service  allocations  in  the  fre¬ 
quency  bands  above  890  Me;  and  to 
afford  all  interested  persons  an  oppor¬ 
tunity  to  participate  in  furnishing  re¬ 
lated  information. 

III.  Accordingly,  notice  is  hereby  given 
that  a  hearing  will  be  held  in  Washing¬ 
ton.  D.  C.,  at  a  time  and  place  to  be 
specifically  stated  in  a  subsequent  order 
or  notice,  in  the  above  entitled  matter, 
for  the  purpose  of  obtaining  information 
concerning  service  allocation  needs  in 
that  portion  of  the  spectrum  above  890 
Me  and  for  determining  the  issues  here¬ 
inafter  set  forth. 

IV.  This  proceeding  is  an  initial  step 
in  considering  the  reallocation  of  certain 
bands  above  890  Me.  It  appears  likely 
that  it  may  result  in  several  rule  making 
proceedings,  not  only  with  respeqf;  to 
frequency  allocations  but  also  with  re¬ 
spect  to  other  parts  of  the  Commission’s 
rules  governing  the  several  services. 

^  V.  The  Commission  requests  interested 
persons  to  come  forward  with  informa¬ 
tion  and  comments  which  may  prove 
helpful  in  a  determination  of  these  issues. 
Such  persons  as  may  wish  to  present 
evidence  or  testimony  at  the  ensuing  fact 
finding  hearing  before  the  Commission 
should  submit  brief  outlines  thereof,  and 
be  prepared  to  confer  with  the  Commis-  * 
Sion’S  staff  concerning  the  evidence  or 
testimony  proposed.  The  hearing  itself 
will  be  limited  to  the  reception  of  evi¬ 
dence  and  testimony  which  the  Commis¬ 
sion  deems  most  helpful.  Examination 
of  witnesses  will  be  conducted  by  the 
Commissioners  and  the  Commission 
staff. 

VI.  The  said  hearing  will  be  held  upon 
the  following  issues: 

1.  What  aie  the  present  and  future 
demands  for  frequencies  above  890  Me 
for  point-to-point  radio  communication 
systems,  both  common  carrier  and  pri¬ 
vate? 

(a)  How  were  these  demands  satisfied 
previously,  i.  e.,  private  wire,  use  of  pri¬ 
vate  radio  other  than  microwave,  com¬ 
mon  carrier  wire  or  radio  facilities? 

(b)  What  benefits  accrue  to  the  user 
and  the  general  public  from  the  use  of 
microwave  frequencies  for  private  point- 
to-point  radio  systems  as  compared  with 
other  means  of  communications  and  the 
specific  nature,  extent  and  magnitude  of 
such  benefits? 


2.  Are  frequencies  for  point-to-point 
use  available  in  sufficient  number  so  that 
there  is  no  necessity  for  the  Commission 
to  make  determinations  as  to  (a)  the 
relative  needs  of  potential  users;  (b) 
which  of  such  potential  users  should  be 
allocated  spectrum  space;  or  (c)  the  per¬ 
missible  use  of  such  frequencies?  If  be¬ 
cause  of  shortages  of  frequencies  or 
facilities  common  carriers  would  be  un¬ 
able  to  satisfy  the  needs  of  all  potential 
users  of  leased  circuits,  should  there  be 
established  a  system  of  priorities  to  in¬ 
sure  availability  of  facilities  to  meet  the 
most  essential  requirements? 

3.  Where  (geographically  and  spec- 
trumwise)  would  assignment  of  fre¬ 
quencies  for  private  point-to-point 
systems  without  limitations  create  prob¬ 
lems  of  harmful  interference  either  from 
(a)  limited  availability  of  suitable  sites 
for  transmitters  and  receivers;  (b)  ter¬ 
minal  congestion  resulting  from  the  de¬ 
sire  to  terminate  multiple  systems  at  a 
common  geographical  location;  or  (c) 
other  pertinent  conditions? 

4.  If  limitations  are  warranted  for 
private  point-to-point  use,  what  stand¬ 
ards  of  eligibility  should  be  adopted? 
Should  they  be  established  on  a  geo¬ 
graphical  basis? 

5.  To  what  extent,  if  any,  should  the 
Commission  permit  or  require  the  shar¬ 
ing  of  private  point-to-point  microwave 
systems? 

6.  Apart  from  other  considerations, 
should  the  Commission  consider  the 
availability  of  common  carrier  facilities 
as  a  condition  of  eligibility? 

7.  What  effect  would  the  authorization 
of  private  point-to-point  systems  where 
common  carrier  facilities  are  available 
have  on  the  ability  of  the  common  car¬ 
riers  to  serve  the  general  public  and,  if 
such  effect  is  detrimental,  the  specific 
nature,  extent  and  magnitude  of  such 
detriment? 

8.  Is  there  any  obligation  on  the  part 
of  the  Commission  under  the  provisions 
of  the  Communications  Act  to  protect 
the  users  of  common  carrier  service 
from  any  adverse  economic  effects  that 
the  carriers  might  suffer  from  the  opera¬ 
tion  of  private  point-to-point  systems? 
If  there  is  no  statutory  obligation,  is  it 
desirable  in  the  public  interest  for  the 
Commission  to  establish  this  as  a  matter 
of  a  policy? 

9.  Would  a  policy  of  restricting  or 
denying  a  private  pdint-to-point  system 
because  common  carrier  facilities  are 
available  be  inconsistent  with  any  of  the 
provisions  of  the  Communications  Act? 
Would  such  restrictions  result  in  a 
lessening  of  competition  or  a  fostering  of 
monopoly  in  the  manufacture,  sale,  use 
or  provision  of  communications  facilities 
contrary  to  the  public  interest? 

10.  To  what  extent  will  the  contem¬ 
plated  private  point-to-point  communi¬ 
cations  systems  depend  upon  intercon¬ 
nection  with  common  carrier  facilities? 

11.  What  are  the  requirements  for  mo¬ 
bile  operations  for  spectrum  space  above 
890  Me?  Should  the  band  890-960  be 
reserved  for  land  mobile  use? 

12.  What  are  the  requirements  for 
ISM  operations  for  spectrum  space  above 
890  Me?  May  other  uses  of  radio  share 
the  bands  that  might  be  used  by  such 
operations? 


13.  What  are  the  requirements  for  the 
radio  navigation  service  for  spectrum 
space  above  890  Me? 

14.  What  are  the  requirements  for 
any  potential  users  of  spectrum  space 
above  890  Me  not  otherwise  encompassed 
in  other  issues  herein  set  forth? 

15.  Under  what  circumstances,  if  any, 
should  private  or  common  carrier  fixed 
systems  be  authorized  to  operate  on 
frequencies  below  10,000  Me  in  terminal 
or  metropolitan  areas? 

16.  Should  the  Commission  authorize 
the  use  of  a  system  which  occupies  a 
broad  band  of  frequencies  in  those  cases 
in  which  a  licensee  has  requirements  for 
only  a  portion  of  the  number  of  channels 
which  can  be  accommodated  in  the  same 
amount  of  space?  Is  there  a  require¬ 
ment  for  narrow  band  equipment? 

17.  Should  common  engineering 
standards  be  established  for  all  point-to- 
point  microwave  equipment  and,  if  so, 
what  should  they  be? 

18.  Should  there  be  any  restrictions 
on  the  use  of  frequencies  above  30,000 
Mes? 

19.  To  what  extent,  if  any,  should  the 
bands  of  frequencies  for  fixed  operations 
above  890  Me  be  shared^by  common 
carriers  and  private  users? 

VII.  This  proceeding  is  instituted  pur¬ 
suant  to  the  authority  of  sections  303 

(c),  (f)  and  (r)  of  the  Communications 
Act  of  1934,  as  amended,  and  the  Final 
Acts  of  the  International  Telecommuni¬ 
cation  Radio  Conference  (Atlantic  City 
1947). 

Vin.  Any  interested  person  desiring 
to  appear  and  submit  evidence  at  the 
hearing  shall  on  or  before  December  17, 
1956,  file  with  the  Commission  a  notice 
of  appearance  and  a  brief  outline  or 
smnmary  of  the  evidence  expected  ^ 
be  submitted.  Such  persons,  or  any 
other  interested  persons  desiring  to 
comment  on  the  matters  set  forth  in 
the  above  issues,  may  file  a  brief  or  writ¬ 
ten  statement  with  the  Commission  on 
or  before  January  7,  1957.  Any  replies 
to  comments  should  be  filed  on  or  before 
January  22, 1957.  Fifteen  copies  of  each 
notice  of  appearance,  brief  or  written 
comment  should  be  filed  as  required  by 
§  1.764  of  the  Commission’s  rules  and 
regulations. 

Adopted:  November  8,  1956. 

Released:  November  9,  1956. 

•  Federal  Communications 

•  Commission, 

[seal]  Mary  Jane  Morris, 

Secretary. 

[P.  R.  Doc.  66-9421;  Filed,  Nov.  15,  1966; 
8:53  a.  m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  7192  et  al.] 

Quad  Cities-Twin  Cities  Case 
notice  of  postponement  of  oral 

ARGUMENT 

Notice  is  hereby  given,  pursuant  to  the 
provisions  of  the  Civil  Aeronautics  Act 
of  1938,  as  amended,  that  the  oral  argu¬ 
ment  in  the  above-entitled  proceeding 
now  assigned  for  December  4  is  postponed 
to  December  6,  1956,  10:00  a.  m.,  e.  s.  t.. 
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Room  5042,  Commerce  Building,  Consti¬ 
tution  Avenue,  between  Fourteenth  and 
Fifteenth  Streets  NW.,  Washington, 
D.  C.,  before  the  Board. 

Dated  at  Washington,  D.  C.,  November 
9,  1956. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

IP.  R.  Doc.  56-9425;  Filed,  Nov.  15,  1950; 
8:53  a.  m.] 


FEDERAL  POWER  COMMISSION 

I  Docket  No.  G-1 14431 
Gulf  Oil  Corp. 

ORDER  SUSPENDING  PROPOSED  CHANGE  XN 
RAXES 

Gulf  Oil  Corporation  (Gulf),  on  Oc¬ 
tober  11,  1956,  tendered  for  filing  a  pro¬ 
posed  change  in  the  -presently  effective 
rate  schedules  for  sales  subject  to  the 
jurisdiction  of  the  Commission.  The 
proposed  change,  which  constitutes  an 
increased  rate,  is  contained  in  the  fol¬ 
lowing  designated  filing,  which  is  pro¬ 
posed  to  become  effective  on  the  date 
shown: 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Effective  Date  ^ 

Notice  of  Change,  dated  September  27, 
1956;  H.  L.  Hvmt;  Supplement  No.  8  to  Gulf’s 
FPC  Gas  Rate  Schedule  No.  18;  November  11, 
1956. 

The  increased  rate  and  charge  pro¬ 
posed  in  the  aforesaid  filing  has  not  been 
shown  to  be  justified,  and  may  be  im- 
just,  imreasonable,  unduly  discrimina¬ 
tory,  or  preferential,  or  otherwise  un¬ 
lawful. 

The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Com¬ 
mission  enter  upon  a  hearing  concerning 
the  lawfulness  'of  the  said  proposed 
change,  and  that  the  above-designated 
supplement  be  suspended  and  the  use 
thereof  deferred  as  hereinafter  ordered. 

The  Commission  o*rders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4  and  15  of  the  Natural 
Gas  Act  and  the  Commission’s  general 
rules  and  regulations  (18  CFR  Chapter 
I) ,  a  public  hearing  be  held  upon  a  date 
to  be  fixed  by  notice  from  the  Secretary 
concerning  the  lawfulness  of  said  pro¬ 
posed  change  in  rates  and  charges;  and, 
pending  such  hearing  and  decisions 
thereon,  the  above -designated  supple¬ 
ment  be  and  the  same  hereby  is  sus¬ 
pended  and  the  use  thereof  deferred 
until  April  11,  1957,  and  until  such  fur¬ 
ther  time  as  it  is  made  effective  in  the 
manner  prescribed  by  the  Natural  Gas 
Act. 

(B)  Neither  the  supplement  hereby 
suspended,  nor  the  rate  schedule  sought 
to  be  altered  thereby  shall  be  changed 
until  this  proceeding  has  been  disposed 
of  or  until  the  period  of  suspension  has 
expired,  imless  otherwise  ordered  by  the 
Commission. 


*Tlie  stated  effective  date  is  the  first  day 
after  expiration  of  the  required  thirty  days 
notice,  or  the  effective  date  proposed  by  Gulf, 
if  later. 


NOTICES 

(C)  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  and  1.37 
(f)  of  the  Commission’s  rules  of  practice 
and  procedure  (18  C7FR  1.8  and  1.37  (f)  >. 

Issued:  November  9,  1956. 

By  the  Commissicm.* 

t  SEAL]  Leon  M.  Fuqua  y. 

Secretary. 

[F.  R.  Doc.  56-9395;  Filed.  Nov.  15.  1956; 
8:47  a.  m.] 


[Docket  No.  G-1 1444] 

Gulp  Oil  Corp. 

ORDER  SUSPENDING  PROPOSED  CHANGE  IN 
RATES 

Gulf  Oil  Corporation  (Gulf),  on  Oc¬ 
tober  11,  1956,  tendered  for  filing  a  pro¬ 
posed  change  in  the  presently  effective 
rate  schedules  for  sales  subject  to  the 
jurisdiction  of  the  Commission.  The 
proposed  change,  which  constitutes  an 
increased  rate,  is  contained  in  the  fol¬ 
lowing  designated  filing,  which  is  pro¬ 
posed  to  become  effective  on  the  date 
shown: 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Effective  Date  ^ 

Notice  of  Change,  dated  September  27, 1956; 
Texas  Eastern  Transmission  Corporation; 
Supplement  No.  10  to  Gulf’s  FPC  Gas  Rate 
Schedule  No.  27;  November  11,  1956. 

The  increased  rates  and  charges  pro¬ 
posed  in  the  aforesaid  filing  have  not 
been  shown  to  be  justified,  and  may  be 
unjust,  unreasonable,  unduly  discrim¬ 
inatory,  or  preferential,  or  otherwise 
unlawful. 

The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Commis¬ 
sion  enter  upon  a  hearing  concerning  the 
lawfulness  of  the  said  proposed  change, 
and  that  the  above-designated  supple- 
•ment  be  suspended  and  the  use  thereof 
deferred  as  hereinafter  ordered. 

The  Commission  orders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4  and  15  of  the 
Natural  Gas  Act  and  the  Commission’s 
general  rules  and  regulations  (18  CJFR 
Chapter  I),  a  public  hearing  be  held 
upon  a  date  to  be  fixed  by  notice  from 
the  Secretary  concerning  the  lawfulness 
of  said  proppsed  change  in  rates  and 
charges;  and,  pending  such  hearing  and 
decision  thereon,  the  above-designated 
supplement  be  and  the  same  hereby  is 
suspended  and  the  use  thereof  deferred 
imtil  April  11,  1957,  and  until  such  fur¬ 
ther  time  as  it  is  made  effective  in  the 
manner  prescribed  by  the  Natural  Gas 
Act. 

(B)  Neither  the  supplement  hereby 
suspended,  nor  the  rate  schedule  sought 
to  be  altered  thereby  shall  be  changed 
imtil  this  proceeding  has  been  disposed 
of  or  until  the  period  of  suspension  has 
expired,  unless  otherwise  ordered  by  the 
Commission. 

(O  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  and 
1.37  (f)  of  the  Commission’s  rules  of 


■Commissioner  Dlgby  dissenting. 


practice  and  procedure  (18  CFR  1.8  and 
1.37  (f)). 

Issued:  November  9,*  1956. 

By  the  Commission.* 

[SEAL]  Leon  M.  Fuquay, 

Secretary 

IF.  R.  Doc.  56-9396;  Filed,  Nov.  15,  1956; 
8:47  a.  m.] 


[Docket  No.  G-1 1446] 

Pan  American  Production  Co. 

ORDER  SUSPENDING  PROPOSED  CHANGE  IN 
RATES 

Pan  American  Production  Company 
(Pan  American),  on  October  15,  1956, 
tendered  for  filing  a  proposed  change  in 
one  of  its  presently  effective  rate  sched¬ 
ules  for  sales  subject  to  the  jurisdiction 
of  the  Commission.  The  proposed 
change,  which  constitutes  an  increased 
rate,  is  contained  in  the  following  desig¬ 
nated  filing,  which  is  proposed  to  become 
effective  on  the  date  shown: 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Effective  Date  * 

Notice  of  Change,  undated;  United  Fuel 
Gas  Company;  Supplement  No.  1  to  Pan 
American’s  FPC  Gas  Rate  Schedule  No.  35; 
November  15,  1956. 

The  increased  rate  and  charge  pro¬ 
posed  in  the  above-designated  filing  has 
not  been  shown  to  be  justified,  and  may 
be  unjust,  unreasonable,  unduly  discrim¬ 
inatory  or  preferential,  or  otherwise 
unlawful. 

The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid»in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Commis¬ 
sion  enter  upon  a  heating  concerning  the 
lawfulness  of  the  said  proposed  change, 
and  that  the  above-designated  supple¬ 
ment  be  suspended  and  the  use  thereof 
deferred  as  hereinafter  ordered. 

The  Commission  orders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4  and  15  of  the  Nat¬ 
ural  Gas  Act  and  the  Commission'’s  gen¬ 
eral  rules  and  regulations  (18  CFR 
Chapter  I),  a  public  hearing  be  held 
upon  a  date  to  be  fixed  by  notice  from 
the  Secreta'ry  toncerning  the  lawful¬ 
ness  of  said  proposed  change  in  rates 
and  charges;  and,  pending  such  hear¬ 
ing  and  decision  thereon,  the  above- 
designated  supplement  be  and  the  same 
hereby  is  suspended  and  the  use  thereof 
deferred  until  April  15,  1957,  and  until 
such  further  time  as  it  is  made  effective 
in  the  manner  prescribed  by  the  Natural 
Gas  Act. 

(B)  Neither  the  supplement  hereby 
suspended,  nor  the  rate  schedule  sought 
to  be  altered  thereby  shall  be  changed 
until  this  proceeding  has  been  disposed 
of  or  until  the  period  of  suspension  has 
expired,  unless  otherwise  ordered  by  the 
Commission. 

(C)  Interested  State  commissions 
may  participate  as  provided  by  S§  1-8 
and  1.37  (f)  of  the  Commission’s  rules 


■The  stated  effective  date  Is  the  first  day 
after  expiration  of  the  required  thirty  days 
notice,  or  the  date  proposed  by  Pan  American, 
If  later. 


i 
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of  practice  and  procedure  (18  CFR  1.8 
and  1.37  (f)). 

Issued:  November  9,  1956. 

By  the  Commission.* 

[SEAL]  “  Leon  M.  Puquay, 
Secretary. 

[P.  R.  Doc.  66-9397;  Filed,  Nov.  15.  196e{ 
8:48  a.  m.] 


[Docket  No.  G-10343] 

“City  of  Friendship”,  Tenn. 

notice  of  application  for  order  to  ob¬ 
tain  PHYSICAL  CONNECTION  OF  NATURAL 
GAS  FACILITIES 

November  9.  1956. 

Take  notice  that  “City  of  Friendship’*, 
Crockett  County,  Tennessee  (Appli¬ 
cant),  a  Tennessee  municipal  corpora¬ 
tion  with  address  at  Friendship,  Tennes¬ 
see,  filed  on  May  3,  1956,  pursuant  to 
section  7  (a)  of  the  Natural  Gas  Act,  an 
application  for  an  order  directing  Texas 
Gas  Transmission  Corporation  (Texas 
Gas)  to  establish  physical  connection  of 
its  natural  gas  transportation  facilities 
with  Applicant’s  proposed  natural  gas 
system  and  to  sell  natural  gas  to  Appli¬ 
cant  for  resale  and  distribution  in  and 
adjacent  to  Friendship,  the  imincor- 
porated  community  of  Tigrett  and  to 
customers  adjacent  to  Applicant’s  pro¬ 
posed  lateral  transmission  line  as  here¬ 
inafter  described,  all  as  more  fully  repre¬ 
sented  in  the  application  which  is  on  file 
with  the  Commission  and  open  for  pub¬ 
lic  inspection,. 

Applicant  proposes  to  construct  and 
operate  approximately  4  miles  of  3  inch 
lateral  transmission  line  extending  from 
a  point  of  interconnection  (tap)  with  the 
Texas  Gas  transmission  line  near  the 
latter’s  intersection  with  Tennessee  State 
Highway  No.  20  and  near  which  point 
will  be  located  Applicant’s  Master  Regu¬ 
lator  Station,  to  Tigrett,  Tennessee  and 
thence  to  Friendship,  Tennessee,  to¬ 
gether  with  City  Gate  Regulator  Sta¬ 
tions  at  and  distribution  systems  in 
Tigrett  and  Friendship. 

The  estimated  total  cost  of  this  proj¬ 
ect  is  $115,000  which  will  be  financed  by 
Applicant  through  the  sale  of  revenue 
bonds.  The  estimated  annua]  gas  re¬ 
quirements  and  peak  day  gas  require¬ 
ments  in  Mcf  at  14.73  psia  for  the  first 
3  years  of  operation  are  as  follows: 


Year 

Annual 

Peak  day 

I . 

22, 1.51 
27, 061 
29,169 

259 

2 . 

325 

3--__  _  _ 

353 

’This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that  protests  or 
petitions  to  intervene  may  be  filed  with 
the  Federal  Power  Commission,  Wash¬ 
ington  25,  D.  C.,  in  accordance  with  the 
rules  of  practice  and  procedure  (18  CFR 


*  Commljssioner  Digby  dissenting. 


1.8  or  1.10)  on  or  before  November  27, 
1956. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  66-9398;  Piled,  Nov.  15,  1958; 
8:48  a.  m.] 


[  Docket  No.  G-1 1442] 

Gulf  Oil  Corp. 

ORDER  SUSPENDING  PROPOSED  CHANGE  IN 
RATES 

Gulf  Oil  Corporation  (Gulf) ,  on  Octo¬ 
ber  11,  1956,  tendered  for  filing  a  pro¬ 
posed  change  in  the  presently  effective 
rate  schedule  for  sales  subject  to  the 
jurisdiction  of  the  Commission.  The 
proposed  change,  which  constitutes  an 
increased  rate,  is  contained  in  the  fol¬ 
lowing  designated  filing,  which  is  pro¬ 
posed  to  become  effective  on  the  date 
shown; 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Effective  Date^ 

Notice  of  Change,  dated  September  27, 
1956;  H.  L.  Hunt;  Supplement  No.  6  to  Gulf’s 
PPG  Gas  Rate  Schedule  No.  17;  November  11, 
1956. 

The  increased  rates  and  charges  pro¬ 
posed  in  the  aforesaid  filing  have  not 
been  shown  to  be  justified,  and  may  be 
unjust,  unreasonable,  unduly  discrim¬ 
inatory,  or  preferential,  or  otherwise 
unlawful. 

The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Com¬ 
mission  enter  upon  a  hearing  concern¬ 
ing  the  lawfulness  of  the  said  proposed 
change,  and  that  the  above-designated 
supplement  be  suspended  and  the  use 
thereof  deferred  as  hereinafter  ordered. 

The  Commission  orders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4  and  15  of  the  Nat¬ 
ural  Gas  Act  and  the  Commission’s  gen¬ 
eral  rules  and  regulations  (18  CFR 
Chapter  I) ,  a  public  hearing  be  held  upon 
a  date  to  be  fixed  by  notic^rom  the 
Secretary  concerning  the  lawfulness  of 
said  proposed  change  in  rates  and 
charges;  and,  pending  such  hearing  and 
decision  thereon,  the  above-designated 
supplement  be  and  the  same  hereby  is 
suspended  and  the  use  thereof  deferred 
until  April  11,  1957.  and  until  such  fur¬ 
ther  time  as  it  is  made  effective  in  the 
manner  prescribed  by  the  Natural  Gas 
Act. 

(B)  Neither  the  supplement  hereby 
suspended,  nor  the  rate  schedule  sought 
to  be  altered  thereby  shall  be  changed 
until  this  proceeding  has  been  disposed 
of  or  until  the  period  of  suspension  has 
expired,  unless  otherwise  ordered  by  the 
Commission. 

(C)  Interested  State  commissions  may 
participate  as  provided  by  Sections  1.8 
and  1.37  (f)  of  the  Commission’s  rules 


*The  stated  effective  date  Is  the  first  day 
after  expiration  of  the  required  thirty  days 
notice,  or  the  effective  date  proposed  by 
Gulf,  U  later. 
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of  practice  and  procedure  (18  CFR  1.8 
and  1.37(f)). 

Issued:  November  9, 1956. 

By  the  Commission.* 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  66-9399;  Piled,  Nov.  15,  1956; 
8:48  a.m.] 


[Docket  No.  G-11445] 

Gulf  Refining  Co. 

ORDER  SUSPENDIN(^  PROPOSED  CHANGE 
IN  RATES 

Gulf  Refining  Company  (Gulf)  on  Oc¬ 
tober  15,  1956,  tendered  for  filing  a  pro¬ 
posed  change  in  its  presently  effective 
rate  schedule  for  a  sale  of  gas  subject  to 
the  jurisdiction  of  the  Commission.  The 
proposed  change,  which  constitutes  an 
increased  rate  and  charge,  is  contained 
in  the  following  designated  filing,  which 
is  proposed  to  become  effective  on  the 
date  shown: 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Effective  Date  * 

Notice  of  Change,  undated;  Texas  Eastern 
Transmission  Corporation;  Supplement  No. 
10  to  Gulf’s  FPC  Gas  Rate  Schedule  No.  2; 
November  15,  1956. 

The^  rate  proposed  to  be  increased  was 
suspended  by  order  issued  October  24, 
1955,  in  Docket  No.  G-9511  and  was  per¬ 
mitted  to  become  effective,  subject  to 
refund,  by  order  issued  in  that  proceed¬ 
ing  on  April  27, 1956. 

The  increased  rate  and  charge  so  pro¬ 
posed  has  not  been  shown  to  be  justified, 
and  may  be  unjust,  unreasonable,  unduly 
discriminatory,  or  preferential,  or  other¬ 
wise  unlawful. 

The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Commis¬ 
sion  enter  upon  a  hearing  concerning  the 
lawfulness  of  the  said  proposed  increased 
rate  and  charge,  and  that  the  above- 
designated  supplement  be  suspended  and 
the  use  thereof  deferred  as  hereinafter 
ordered. 

The  Commission  orders; 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4,  5,  15  and  16  of  the 
Natural  (jras  Act  and  the  Commission’s 
general  rules  and  regulations  (18  CFR 
Chapter  I) ,  a  public  hearing  be  held  upon 
a  date  to  be  fixed  by  notice  from  the  ^c- 
retary  concerning  the  lawfulness  of  said 
proposed  increased  rate  and  charge;  and 
pending  such  hearing  and  decision 
thereon,  the  above-designated  supple¬ 
ment  hereby  is  suspended  and  the  use 
thereof  deferred  until  April  15, 1957,  and 
imtil  such  further  time  as  it  is  made 
effective  in  the  manner  prescribed  by  the 
Natural  Gas  Act. 

(B)  Neither  the  supplement  hereby 
suspended  nor  the  rate  schedule  sought 
to  be  altered  thereby  shall  be  changed 
imtil  this  proceeding  has  been  disposed 
of,  or  until  the  period  of  suspension  has 
expired,  unless  otherwise  ordered  by  the 
Commission. 
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NOTICES 


(C)  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  ^d  1.37 
(f)  of  the  Commission’s  rules  of  practice 
and  procedure  (18  CPR  1.8  and  1.37  (f) ). 

Issued:  November  9,  1956. 

By  the  Commission.* 

[seal]  Leon  M.  Puquay, 

Secretary. 

[F  R.  Doc.  66-9400;  Filed,  Nov.  15,  1956; 
8:48  a.  m.] 


[Docket  No.  0-11447] 

Rebstock  &  Reeves  DamLiNG  Co.  - 

ORDER  SUSPENDING  PROPOSED  CHANGE  IN 
RATES 

Rebstock  &  Reeves  Drilling  Company 
(Rebstock),  on  October  19,  1956,  ten¬ 
dered  for  filing  a  proposed  change  in  its 
presently  effective  rate  schedule  for  a 
sale  of  gas  subject  to  the  jurisdiction  of 
the  Commission.  The  proposed  change, 
which  constitutes  an  increased  rate  and 
charge,  is  contained  in  the  following 
designated  filing,  which  is  proposed  to 
become  effective  on  the  date  shown: 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Elective  Date^ 

Notice  of  Clhange,  dated  October  16,  1956; 
United  Fuel  Gas  (Company;  Supplement  No.  3 
to  Rebetock’a  FPC  Gas  Rate  Schedule  No.  1; 
November  13,  1956. 

By  order  Issued  December  2,  1955,  in 
Docket  No.  G-9721,  a  prior  Increase 
under  the  same  rate  schedule  was  sus¬ 
pended  and  its  use  deferred  until  May  3, 
1956,  and  until  made  effective  in  the 
manner  prescribed  by  the  Natural  Gkis 
Act.  The  increase  in  Docket  No.  Gr-9721 
has  not  been  so  made  effective. 

The  increased  rate  and  charge  so  pro¬ 
posed  has  not  been  shown  to  be  justified, 
and  may  be  unjust,  unreasonable,  unduly 
discriminatory,  or  preferential,  or  other¬ 
wise  unlawful. 

The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Commis¬ 
sion  enter  upon  a  hearing  concerning  the 
lawfulness  of  the  said  proposed  increased 
rate  and  charge  and  that  the  above- 
designated  supplement  be  suspended  and 
the  use  thereof  deferred  as  hereinafter 
ordered. 

The  Commission  orders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4,  5,  15,  and  16  of  the 
Natural  Gas  Act  and  the  Commission’s 
general  rules  and  regulations  (18  CPR 
Chapter  I),  a  public  hearing  be  held 
upon  a  date  to  be  fixed  by  notice  from 
the  Secretary  concerning  the  lawfulness 
of  said  proposed  increased  rate  and 
charge;  and,  pending  such  hearing  and 
decision  thereon,  the  above-designated 
supplement  hereby  is  suspended  and  the 
use  thereof  deferred  until  April  19,  1957, 
and  until  such  further  time  as  it  is  made 


*The  stated  effective  date  Is  the  first  day 
after  expiration  of  the  required  thirty  days 
notice,  or  the  effective  date  proposed  by  Reb- 
Btock,  if  later 

‘Commissioner  Digby  dissenting. 


effective  in  the  manner  prescribed  by 
the  Natural  Gas  Act. 

(B)  Neither  the  supplement  hereby 
suspended  nor  the  rate  schedule  sought 
to  be  altered  thereby  shall  be  changed 
until  this  proceeding  has  been  disposed 
of  or  until  the  period  of  suspension  has 
expired,  unless  otherwise  ordered  by  the 
Commission. 

(C)  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  and  1.37 
(f)  of  the  Commission’s  rules  of  practice 
and  procedure  (18  CPR,  1.8  and  1.37  (f) ). 

Issued:  November  9,  1956. 

By  the  Commission.* 

[seal]  Leon  M.- Puquay, 

Secretary. 

[F.  R.  Doc.  56-9401;  Filed,  Nov.  15,  1956; 

8:48  a.  m.] 


[Docket  No.  G-11439] 

A.  O.  Phillips  et  al. 

ORDER  suspending  PROPOSED  CHANGE  IN 
RATES 

A.  O.  Phillips,  et  al.  (Phillips),  on  Oc¬ 
tober  9,  1956,  tendered  for  fUing  a  pro¬ 
posed  change  in  its  rate  schedule  pres¬ 
ently  effective,  subject  to  refund,  for  sales 
subject  to  the  jurisdiction  of  the  Com¬ 
mission.  The  proposed  change,  which 
constitutes  increased  rates  and  charges, 
is  contained  in  the  following  designated 
filing  which  is  proposed  to  become  effec¬ 
tive  on  the  date  shown: 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Effective  Date  • 

Notice  of  Change,  undated;  Texas  Eastern 
Transmission  Corporation;  Supplement  No. 
5  to  Phillips'  FPC  Gas  Rate  Schedule  No.  2; 
November  9,  1956. 

The  increased  rates  and  charges  pro¬ 
posed  in  the  aforesaid  filing  have  not 
been  shown  to  be  justified,  and  may  be 
unjust,  unreasonable,  unduly  discrimi¬ 
natory,  or  preferential,  or  otherwise 
unlawful. 

The  Commission  finds:  It  is  necessary 
and  propiikin  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Com¬ 
mission  enter  upon  a  hearing  concern¬ 
ing  the  lawfulness  of  the  said  proposed 
change,  and  that  the  above-designated 
supplement  be  suspended  and  the  use 
thereof  deferred  as  hereinafter  ordered. 

The  Commissibn  orders : 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4  and  15  of  the  Natural 
Gas  Act  and  the  Commission’s  general 
rules  and  regulations  (18  CFR  Chapter 
I),  a  public  hearing  be  held  upon  a  date 
to  be  fixed  by  notice  from  the  Secretary 
concerning  the  lawfulness  of  said  pro¬ 
posed  change  in  rates  and  charges;  and, 
pending  *such  hearing  and  decision 
thereon,  the  above-designated  supple¬ 
ment  be  and  the  same  hereby  is  sus¬ 
pended  and  the  use  thereof  deferrM'un- 
til  April  9,  1957,  and  until  such  further 


•The  stated  effective  date  Is  the  first  day 
after  expiration  of  the  required  thirty  days 
notice,  or  the  effective  date  proposed  by  Phil¬ 
lips,  if  later. 


time  as  it  is  made  effective  In  the  manner 
prescribed  by  the  Natural  Gas  Act. 

(B)  Neither  the  supplement  hereby 
suspended,  nor  the  rate  schedule  sought 
to  be  altered  thereby  shall  be  changed 
until  this  proceeding  has  been  disposed 
of  or  until  the  period  of  suspension  has 
expired,  unless  otherwise  ordered  by  the 
Commission. 

(C)  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  and  1.37 
(f)  of  the  Commission’s  rules  of  practice 
and  procedure  (18  CPR  1.8  and  1.37  (f ) ) . 

Issued:  November  8, 1956. 

By  the  Commission.* 

[seal]  Leon  M.  Puquay, 

Secretary. 

[F.  R.  Doc.  6e-9402;  Filed,  Nov.  15,  1956; 

8:48  a.  m.] 


(Docket  No.  G-11440] 

Christie,  Mitchell  &  Mitchell  Co. 

ORDER  SUSPENDING  PROPOSED  CHANGE  IN 

rates 

Christie,  Mitchell  &  Mitchell  Co. 
(Christie)  on  October  9,  1956,  tendered 
for  filing  proposed  changes  in  the  pres¬ 
ently  effective  rate  schedules-  for  sales 
subject  to  the  jurisdiction  of  the  Com¬ 
mission.  The  proposed  changes,  which 
constitute  increased  rates,  are  contained 
in  the  following  designated  filings  which 
are  proposed  to  become  effective  on  the 
dates  shown: 

Description;  Purchaser;  Rate  Schedule 
Designation;  and  Effective  Date* 

Notice  of  change,  dated  October  3,  1956; 
Texas  Eastern  Transmission  Corporation; 
Supplement  No.  14  to  Christie’s  FPC  Gas  Rate 
Schedule  No.  9;  November  9,  1956. 

Notice  of  change  dated  October  3,  1956; 
Texas  Eastern  Transmission  Corporation; 
Supplement  No.  15  to  Christie’s  FPC  Gas  Rate 
Schedule  No.  9;  November  9,  1956. 

The  increased  rates  and  charges  pro¬ 
posed  in  the  aforesaid  filings  have  not 
been  shown  to  be  justified,  and  may  be 
unjust,  unreasonable,  unduly  discrimi¬ 
natory,  or  preferential,  or  otherwise 
unlawful. 

The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Commis¬ 
sion  enter  upon  a  hearing  concerning 
the  lawfulness  of  the  said  proposed 
changes,  and  that  the  above-designated 
supplements  be  suspended  and  the  use 
thereof  deferred  as  hereinafter  ordered. 

The  Commission  orders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  sections  4  and  15  of  the  Natu¬ 
ral  Gas  Act  and  the  Commission’s  gen¬ 
eral  rules  and  regulations  (18  CFR  Chap¬ 
ter  I) ,  a  public  hearing  be  held  upon  a 
date  to  be  fixed  by  notice  from  the  Sec¬ 
retary  concerning  the  lawfulness  of  said 
proposed  changes  in  rates  and  charges; 
and,  pending  such  hearing  and  decision 
thereon,  the  above-designated  supple¬ 
ments  be  and  the  same  hereby  are  sus- 


*The  stated  effective  date  Is  the  first  day 
after  expiration  of  the  required  thirty  days 
notice,  or  the  effective  date  proposed  by 
Christie,  11  later. 


FridaUf  November  16,  1956 
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pended  and  the  use  thereof  deferred  un¬ 
til  April  9,  1957,  and  until  such  further 
time  as  they  are  made  effective  in  the 
manner  prescribed  by  the  Natural  Gas 
Act. 

(B)  Neither  the  supplements  hereby 
suspended,  nor  the  rate  schedules  sought 
to  be  altered  thereby  shall  be  changed 
until  this  proceeding  has  been  disposed 
of  or  until  the  period  of  suspension  has 
expired,  unless  otherwise  ordered  by  the 
Commission. 

(C)  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  and  1.37 
(f)  of  the  Commission’s  rules  of  practice 
and  procedure  (18  CJFR  1.8  and  1.37  (f) ) . 

Issued:  November  8,  1956. 

By  the  Commission.* 

[seal]  Leon  M.  Puquay, 

Secretary. 

(P.  R.  Doc.  56-9403;  Piled,  Nov.  15,  1956; 

8:49  a.  m.] 

HOUSING  AND  HOME 
FINANCE  AGENCY 
Public  Housing  Administration 

Section  II,  Delegations  of  Pinal  Au¬ 
thority,  is  amended  as  follows: 

1.  Paragraph  C  2  is  amended  by  de¬ 
leting  from  the  list  of  oflBcials  designated 
therein  “Chief  of  the  Securities  and  In¬ 
vestment  Unit.” 

2.  Paragraph  D  5  is  amended  by  delet¬ 
ing  “Regional  property  oflBcers”  and  in¬ 
serting  in  place  thereof  “Regional  Gen¬ 
eral  Supply  Oflacers.” 

3.  Paragraph  E  7  is  amended  by  de¬ 
leting  from  the  list  of  officials  designated 
therein  “Deputy  Comptroller  (Liquidat¬ 
ing  Emergency  Housing  Program) .” 

Effective  October  1,  1956,  Section  11, 
Delegations  of  ^nal  Authority,  is 
amended  to  read  as  follows : 

A.  Powers  delegated  in  this  section 
may  not  be  redelegated.  However,  they 
may  be  exercised  by  an  officer  or  em¬ 
ployee  designated  to  serve  in  an  “Act- 
ting”  capacity  during  the  absence  from 
duty  of  the  official  to  whom  the  powers 
are  delegated.  Any  officer  or  employee 
to  whom  powers  are  delegated  in  this 
section  is  authorized  to  designate  any 
officer  or  employee  under  his  supervision 
to  serve  in  an  “Acting”  capacity,  for 
periods  not  exceeding  30  days,  during 
his  absence;  except  that  a  Regional  Di¬ 
rector  is  authorized  to  make  such  a  des¬ 
ignation  only  for  periods  of  absence  dur¬ 
ing  which  both  designees  set  forth  in 
Section  I  are  also  absent. 

B.  The  Deputy  Commissioner  is  au¬ 
thorized  to  exercise  all  powers'' delegated 
by  the  Commissioner  to  any  other  PHA 
official  and  shall  serve  as  Acting  Com¬ 
missioner  in  the  absence  of  the  Com¬ 
missioner.  In  the  absence  of  both  the 
Commissioner  and  the  Deputy  Commis¬ 
sioner,  one  of  the  following  officials  shall 
serve  as  Acting  Commissioner:  Pro¬ 
vided,  That  he  shall  so  serve  only  in  the 
absence  of  all  the  officials  above  him: 

Assistant  Commissioner. 

Assistant  Commissioner  for  Management. 

Assistant  Commissioner  for  Development. 

'Commissioner  Diglcy  dissenting. 

,  No.  223 - 7 


General  Counsel. 

Assistant  Commissioner  fc«  Administra¬ 
tion. 

The  Acting  Commissioner  is  authorized 
to  exercise  all  the  powers,  duties,  and 
functions,  while  so  acting,  that  are 
vested  in  the  Commissioner. 

C.  The  following  delegations  of  au¬ 
thority  to  officials  as  indicated  apply  to 
locally  owned  low-rent  housing  under 
the  United  States  Housing  Act  of  1937, 
as  amended  (42  U.  S.  C.  1401) ,  and  Public 
Law  671,  76th  Congress  (42  U.  S.  C. 
1501) : 

1.  To  exercise  all  powers  and  authori¬ 
ties  vested  in  the  Commissioner  in  all 
matters  in  connection  with  such  housing. 

Regional  Directors. 

2.  To  execute  Letters  of  Agreement 
to  Cancel  Advance  Notes. 

Assistant  Commissioner  for  Adminis¬ 
tration. 

Comptroller. 

Chief  of  the  Financing  &  Securities 
Section. 

Chief  of  the  Securities  &  Invesment  Unit. 

3.  To  make  determinations  of  prevail¬ 
ing  salaries,  wages,  or  fees  under  the 
provisions  of  section  16  (2)  of  the  United 
States  Housing  Act  of  1937,  as  amended, 
and  to  make  determinations  of  the  ap¬ 
plicable  job  titles,  weekly  hours  of  work, 
and  wage  rates  and  other  benefits  of  em- 
plojunent  such  as  sick  and  annual  leave 
for  all  manual  maintenance  employees. 

Special  Assistant  to  the  Commissioner 
(Labor  Relations). 

4.  To  approve  change  orders  for  Con¬ 
struction  and  Equipment  Contracts. 

Assistant  Directors  for  Development. 

Chief  of  the  Construction  Sections. 

Project  Engineers. 

5.  To  execute  Requisition. Agreements. 

Regional  Attorneys. 

D.  The  following  delegations  of  au¬ 
thority  to  officials  as  indicated  apply  to 
all  Federally  owned  public  housing : 

1.  To  exercise  all  powers  and  authori¬ 
ties  vested  in  the  Commissioner  in  all 
matters  in  connection  with  such  housing. 

Regional  Directors. 

2.  To  act  as  the  representative  of  the 
head  of  the  department  where  contracts 
require  such  action. 

Regional  Directors. 

Assistant  Commissioner  for  Development. 

Director  of  the  Construction  Branch. 

3.  To  execute  and  cancel  dwelling 
leases  and  amendments  thereto;  to  ac¬ 
cept  settlements  and  to  execute  releases 
from  civil  liability  where  Government 
property  has  been  damaged,  destroyed, 
or  stolen  and  full  reimbursement  there¬ 
for  has  been  made.by  the  wrongdoers;  to 
approve  in  writing  the  compromise  of 
rent  claims  against  tenants  or  former 
tenants;  and  to  approve  payment  of 
court  costs  in  connection  with  any  claim 
against  tenants  or  former  tenants. 

Special  Field  Representative. 

General  Housing  Managers. 

Housing  Managers. 

Assistant  Housing  Managers. 

Management  Aides. 

4.  To  execute  contracts  and  amend¬ 
ments  thereto  for  materials,  equipment. 


supplies,  and  services  other  than  per¬ 
sonal  services;  to  order  the  publication 
of  advertisements  in  accordance  with 
General  Accounting  Office  General  Reg¬ 
ulation  No.  109,  Revised;  to  issue  Gov¬ 
ernment  Bills  of  Lading  (Standard  Form 
1103) ;  and  to  execute  or  approve  con¬ 
tracts  for  sale  or  transportation  of  per¬ 
sonal  property. 

Assistant  Directors  for  Management. 

Chiefs  of  the  Project  Fiscal  Management 
Sections. 

Special  Field  Representative. 

General  Housing  Managers. 

Housing  Managers. 

Assistant  Housing  Managers. 

Management  Aides. 

5.  To  execute  contracts  for  the  sale 
of  trailers  when  conducting  such  sale  at 
the  project  site. 

Regional  Property  Officers. 

6.  To  execute  stipulations  and  amend¬ 
ments  to  land  leases  with  respect  to 
increases  in  land  rentals. 

Assistant  Commissioner  for  Development. 

Director  of  the  Land  Branch. 

7.  To  execute  dedications,  licenses, 
permits,  and  easements;  to  execute  con¬ 
tracts  with  brokers,  local  authorities,  or 
others  for  management  or  disposition; 
to  execute  contracts  for  the  services  of 
surveyors  and  appraisers;  to  consent  to 
the  annexation  of  project  property  by  a 
political  subdivision  if  necessary  to  fa¬ 
cilitate  disposition. 

Assistant  Director  for  Management  and 
Disposition,  Chicago  Regional  Office. 

Assistant.  Director  for  Management  and 
Disposition,  New  York  Regional  Office. 

8.  To  execute  contracts  of  sale,  re¬ 
moval,  or  demolition;  to  execute  deeds 
and  transfer  documents  (other  than 
documents  relating  to  transfers  of  juris¬ 
diction  without  reimbursement  to  other 
Federal  agencies) ;  to  execute  lease  can¬ 
cellations  and  settlements;  to  order  and 
execute  contracts  for  advertisements  in 
connection  with  the  disposition  of 
housing. 

Assistant  Director  for  Management  and 
Disposition,  Chicago  Regional  Office. 

Chief  of  the  Disposition  Section,  Chicago 
Regional  Office.  » 

Assistant  Director  for  Management  and 
Disposition,  New  York  Regional  Office. 

Chief  of  the  Disposition  Section,  New  York 
Regional  Office. 

Assistant  Director  for  Management  and 
Disposition,  Washington  Regional  Office  (for 
matters  in  the  areas  of  jurisdiction  of  the 
Fort  Worth  Regional  Office  and  the  Wash¬ 
ington  Regional  Office). 

Chief  of  the  Disposition  Section.  Wash¬ 
ington  Regional  Office  (for  matters  in  the 
areas  of  jurisdiction  of  the  Fort  Worth  Re¬ 
gional  Office  and  the  Washington  Regional 
Office). 

9.  To  execute  contracts  of  sale  and  all 
documents  relating  thereto,  and  con¬ 
tracts  for  removal,  demolition,  and  on¬ 
site  sale;  to  execute  deeds  and  transfer 
documents  (other  than  documents  re¬ 
lating  to  transfers  of  jurisdiction  without 
reimbursement  to  other  Federal  agen¬ 
cies)  ;  to  execute  leases,  lease  cancella¬ 
tions,  and  settlement  agreements;  to 
execute  dedications,  licenses,  permits, 
and  easements ;  to  execute  contracts  with 
brokers,  fee  negotiators,  and  others  re¬ 
lating  to  the  disposition  and/or  acquisi- 
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tion  of  real  property;  to  execute 
contracts  for  the  services  of  surveyors, 
engineers,  and  appraisers;  to  execute 
agreements,  contracts,  and  options  to 
purchase  real  property;  and  to  order  and 
execute  contracts  for  advertisements. 

Area  Supervisor,  Richmond  Disposition 
Area  Office. 


-  10.  To  exercise  all  the  functions  of  a 
supervising  or  contracting  oflBcer  with 
respect  to  all  contracts  for  professional 
services,  planning  and  construction  of 
improvements,  subdivision  maps,  deeds, 
permits,  easements,  lease  agreements, 
disposition,  sales,  and  other  similar 
pertinent  documents  and  to  execute  the 
following  documents  in  connection  with 
disposition  of  those  projects  listed  below: 

(a)  Contracts  of  sale,  removal,  or 
demolition,  and  deeds  and  transfer  docu¬ 
ments  (other  than  documents  relating 
to  transfers  of  jurisdiction  without  rein- 
bursement  to  other  Federal  agencies) ; 

(b)  Lease  cancellations,  revisions,  and 
settlements ; 

(c)  Dedications,  licenses,  permits,  and 
easements ; 

(d)  Contracts  with  brokers,  or  others 
for  management  and  disposition; 

(e)  Contracts  for  the  services  of  sur¬ 
veyors  and  appraisers ; 

(f)  Contracts  for  advertisements  in 
connection  with  the  disposition  of  the 
project  or  any  part  thereof;  and 

(g)  All  documents  necessary  to  accom¬ 
plish  the  transfer,  relinquishment,  sale, 
or  other  disposition  of  the  project  or  any 
part  thereof  including  its  annexation  by 
a  political  subdivision. 


Cal-4092-_. 

Cal-4096__ 

Cal-4097__ 

Cal-4151__ 

Cal-4251__ 

Cal-4252__ 

Cal-42E3-_ 

Cal-4254-_ 

Cal-4255__ 

Cal-4256__ 

Cral-4257_. 

Cal-4461._ 

Cal-4462__ 

Cal-4663._ 

Cal-4677__ 

Cal-4678__ 

Cal-4679__ 

Cal-4737__ 

Cal-4738__ 

Cal-4782_- 

Cal-4797.. 

Cal-4798__ 

Cal-4852__ 

Cal-4853_. 

Cal-4917N 

Cal-4996N 

Cal-4997N 


San  Diego. 

Do. 

Do. 

Do. 

Do. 

Chula  Vista. 
San  Diego. 

Do. 

Do. 

Do. 

Do. 

Do. 

National  City. 
Oceanside. 

San  Diego. 
National  City. 
San  Diego. 

Do. 

Do. 

Do. 

Do. 

Do. 

Oceanside. 

Do. 

San  Diego. 

Do. 

Do. 


Special  Field  Representative. 
Martin  Barrow,  Realty  Officer. 


Regional  Directors  (For  Regional  Office  and 
Project  Elmployees  under  their  Jiurlsdlctlon) . 

2.  To  accept  service  of  process  pur¬ 
suant  to  attachment  or  garnishment  pro¬ 
ceedings  served  upon  the  Public  Housing 
Administration  with  regard  to  any 
debtor-employee  of  the  PHA,  to  execute 
all  necessary  and  proper  documents  re¬ 
quired  in  connection  therewith,  and  to 
appear  to  testify  therein  for  the  PHA 
when  so  ordered  by  a  court  of  competent 
jurisdiction  and  upon  proper  legal  notice. 

Assistant  Commissioner  for  Administra¬ 
tion. 

Comptroller. 

Deputy  Comptrollers. 

Administrative  Assistant  to  the  Comptrol¬ 
ler. 

3.  To  execute  or  approve  contracts  and 
amendments  thereto  for  materials, 
equipment,  supplies,  space,  services  other 
than  personal  services,  and  the  sale  or 
transportation  of  personal  property;  and 
to  execute  Certificates  of  Release  (Stand¬ 
ard  Form  97)  in  connection  with  the 
disposition  of  motor  vehicles. 

Assistant  Commissioner  for  Administra¬ 
tion. 

Director  of  the  Office  Services  Branch. 

4.  To  order  the  publication  of  adver¬ 
tisements  in  accordance  with  General 
Accounting  OflBce  General  Regulation 
No.  109,  Revised,  and  to  issue  Govern¬ 
ment  Bills  of  Lading  (Standard  Form 
1103). 

Assistant  Commissioner  for  Administra¬ 
tion. 

Director  of  the  Office  Services  Branch. 

Regional  Directors. 

Chiefs  of  the  Office  Services  Sections. 

5.  To  approve  insurance  contracts  and 
execute  endorsements  on  behalf  of  the 
PHA  on  insurance  company  checks  on 
which  the  PHA  is  a  joint  payee. 

Assistant  Commissioner  for  Management. 

Deputy  Assistant  Commissioner  for  Man¬ 
agement  (Technical  Services). 

Director  of  the  Project  Fiscal  Management 
Branch. 

Assistant  Directors  for  Management. 

Chiefs  of  the  Project  Fiscal  Management 
Sections. 

6.  To  attest  all  documents  requiring 
attestation  and  certify  that  copies  of 
documents,  leases,  contracts,  and  other 

'  papers  are  identical  with  the  originals. 

In  the  Central  Office: 

Director  of  the  Production  and  Document 
Control  Branch. 

Assistant  Director  of  the  Production  and 
I^cument  Control  Branch. 

Director  of  the  Office  Services  Branch. 

Elmer  F.  Gustavson,  Office  Services  Branch. 

Administrative  Assistant  to  the  Legal 
Division. 


the  Government’s  interests;  to  take  ap¬ 
propriate  action  for  the  enforcement  of 
compliance  with  the  terms  and  condi¬ 
tions  of  such  instruments;  to  execute 
contracts  for  appraisals  and  surveys;  to 
execute  amendments  to  such  instru¬ 
ments;  to  approve  or  disapprove  budgets 
and  take  other  actions  which  under  such 
instruments  are  required  to  be  taken  by 
the  Commissioner  or  by  the  PHA;  to  sell 
and  assign  such  instruments;  to  execute 
contracts  with  agents  for  the  servicing 
of  such  instruments  to  order  the  publica¬ 
tion  of  advertisements  in  accordance 
with  General  Accounting  Office  General 
Regulation  No.  109,  Revised;  and  to  ap¬ 
prove  insurance  contracts  and  execute 
endorsements  on  behalf  of  the  PHA  on 
insurance  company  checks  on  which  the 
PHA  is  a  joint  payee. 

Assistant*  Commissioner  for  Adminis¬ 
tration. 

Comptroller. 

Deputy  Comptroller  (Liquidating  Emer¬ 
gency  Housing  Program) . 

Chief  of  the  Mortgage  Servicing  Section. 

8.  To  draw  checks  on  depositary  banks 
against  the  accounts  of  Local  Authorities 
and  to  execute  any  certificates  required 
in  connection  therewith. 

Assistant  Commissioner  for  Adminis¬ 
tration. 

Comptroller. 

9.  With  respect  to  the  following  Fed¬ 
erally  owned  rural  farm  housing  proj¬ 
ects,  to  exercise  all  the  powers  vested  in 
the  Commissioner  under  the  United 
States  Housing  Act  of  1937,  as  amended: 

Arkansas  1-2. 

Georgia  12-1. 

Mississippi  6-1. 

Mississippi  15-1. 

Mississippi  16-1. 

Misslsi^ppi  19-1. 

Indla/a  14-1. 

South  Carolina  5-1. 

Assistant  Commissioner  for  Management. 

Thomas  P.  Ginn,  Management  Officer. 

Date  approved:  November  9,  1956. 

Charles  E.  Slusser, 

Commissioner, 

[F.  R.  Doc.  56-9404;  Filed,  Nov.  15,  1956; 

8:49  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[File  No.  812-1041] 

Bond  Investment  Trust  of  America 

NOTICE  OF  FILING  OF  APPLICATION  FOR 
ORDER  EXEMPTING  PURCHASE  OF  SECURI¬ 
TIES  DURING  EXISTENCE  OF  UNDERWRIT¬ 
ING  syndicate 


E.  The  following  delegations  of  au¬ 
thority  are  made  to  the  officials  indi¬ 
cated; 

1.  To  consider,  ascertain,  adjust,  de¬ 
termine,  and  settle  claims  against  the 
United  States  not  in  excess  of  $1,000 
arising  out  of  the  acts  or  omissions  of 
employees,  pursuant  to  the  Federal  Tort 
Claims  Act  (28  U.  S.  C.  2671-2680). 

Assistant  Commissioner  for  Administration 
(For  Central  Office  Employees). 

Comptroller  (For  Central  Office  Employ¬ 
ees). 


In  the  Regional  Offices: 

V 

Secretaries  to  the  Regional  Attorneys. 

Production  Control  Assistants. 

Document  Control  Clerks. 

Regional  Attorney,  Washington  Regional 
Office. 

7.  With  respect  to  notes,  lien  Instru¬ 
ments,  conditional  sales  contracts,  lease- 
purchase  contracts,  and  restrictive  pro¬ 
visions  of  deeds  of  conveyance  (such  as 
provisions  with  respect  to  mineral  rights, 
easements,  and  eversionary  rights) :  To 
execute  releases  and  quitclaim  deeds  of 


November  9,  1956. 

Notice  is  hereby  given  that  The  Bond 
Investment  Trust  of  America  (“Bond 
Trust”),  a  registered  open-end  invest¬ 
ment  company,  has  filed  an  application 
pursuant  to  the  provisions  of  section 
10  (f)  of  the  Investment  Company  Act 
of  1940  (“act”)  for  an  order  of  the  Com¬ 
mission  exempting  from  the  provisions 
.of  section  10  (f)  of  the  act  the  pro¬ 
posed  purchase  by  Bond  Trust  of  de¬ 
bentures  of  San  Jacinto  Petroleum  Cor¬ 
poration,  during  the  existence  of  the 


Friday,  November  IB,  1956 
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underwriting  sjmdicate  for  the  public 
offering  of  such  debentures,  as  more 
fully  described  below. 

The  application  recites  that  The  First 
Boston  Corporation  expects  to  be  among 
a  group  of  underwriters  of  $8,000,000 
principal  amount  of  Subordinated  Con¬ 
vertible  Debentures  due  November  1, 
1971  of  San  Jacinto  Petroleum  Corp. 
It  is  expected  that  the  debentures  will 
be  offered  to  the  public  on  or  about  No¬ 
vember  14,  1956.  James  H.  Orr,  one  of 
the  trustees  of  the  Applicant,  is  a  di¬ 
rector  of  The  First  Boston  Corporation. 

The  trustees  of  the  Applicant,  it  is 
stated,  have  individually  authorized  the 
purchase  by  the  Applicant  of  not  exceed¬ 
ing  $100,000  principal  amount  of  said 
debentures,  subject  to  market  conditions 
at  the  time  of  the  offering,  such  purchase 
to  be  made  from  underwriters  or  mem¬ 
bers  of  the  selling  group,  if  any,  other 
than  The  First  Boston  Corporation,  ex¬ 
cept  to  the  extent  that  said  firm  might 
be  included  if  a  purchase  were  made 
from  White,  Weld  &  Co.,  as  representa¬ 
tive  for  the  account  of  the  several  under¬ 
writers. 

The  Applicant  considers  it  desirable 
to  be  in  a  position  to  purchase  said 
Debentures  on  the  original  offering  in 
order  to  have  reasonable  assurance  of 
being  able  to  obtain  a  substantial  block 
of  said  Debentures  and  to  avoid  the  pos¬ 
sibility  of  a  higher  price  after  the  under¬ 
writing  syndicate  has  been  dissolved. 

Applicant  further  declares  that  if  it 
were  to  purchase  the  $100,000  principal 
amount  of  Debentures  as  authorized  by 
its  Trustees,  it  would  acquire  VA  per¬ 
cent  of  the  total  offering,  and  assum¬ 
ing  a  price  of  $100  per  $100  principal 
amount,  the  purchase  would  represent 
approximately  1.6  percent  of  the  total 
assets  of  the  Applicant  as  at  November 
1,  1956. 

Section  10  (f)  of  the  act  provides, 
among  other  things,  that  no  registered 
investment  company  shall  knowingly 
purchase  or  otherwise  acquire,  during 
the  existence  of  any  underwriting-  or 
selling  syndicate,  any  security  (except 
a  security  of  which  such  company  is 
the  issuer)  a  principal  underwriter  of 
which  is  an  officer  or  director  of  such 
registered  company.  Under  the  act  a 
director  by  definition  includes  a  trus¬ 
tee.  The  Commission  may  exempt  a 
transaction  fr8m  this  prohibition  if  and 
to  the  extent  that  such  exemption  is 
consistent  with  the  protection  of  inves¬ 
tors.  Since  a  trustee  of  the  Applicant 
is  a  director  of  The  First  Boston  Cor¬ 
poration,  the  proposed  purchase  is  pro¬ 
hibited  by  the  provisions  of  section  10 
(f)  unless  the  Commission  finds  that 
the  proposed  acquisition  of  securities  is 
consistent  with  the  protection  of  inves¬ 
tors.  The  application  states  that  Appli¬ 
cant  believes  that  the  requested  exemp¬ 
tion  is  consistent  with  Applicant’s 
stated  investment  policies  and  with  the 
protection  of  investors. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  Novem¬ 
ber  21,  1956,  at  12:00  noon,  submit  to  the 
Commission  in  writing  any  facts  bearing 
upon  the  desirability  of  a  hearing  on  the 
matter  and  may  request  that  a  hearing 
be  held,  such  request  stating  the  nature 


of  his  Interest,  the  reasons  for  such  re¬ 
quest  and  the  issues,  if  any,  of  fact  or 
law  proposed  to  be  controverted,  or  he 
may  request  that  he  be  notified  if  the 
Commission  should  order  a  hearing 
thereon.  Any  such  communication  or 
request  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington  25,  D.  C.  At  any  time  after 
said  date,  the  application  may  be  granted 
as  provided  in  Rule  N-5  of  the  rules  and 
regulations  promulgated  under  the  act. 

By  the  ComTnission. 

[seal]  Nell-^e  a.  'Thorsen, 

Assistant  Secretary. 

[P.  R.  Doc.  66-9407;  Filed,  Nov.  15,  1958; 

8:50  a.  m.] 


[File  No.  24SP-22901 

Hidden  Dome  Exploration  Co.,  Inc. 

ORDER  TEMPORARILY  SUSPENDING  EXEMP¬ 
TION,  STATEMENT  OF  REASONS  THEREFOR, 

AND  NOTICE  OF  OPPORTUNITY  FOR  HEARING 

November  9, 1956. 

I.  Hidden  Dome  Exploration  Co.,  Inc., 
219  East ’Fremont  Avenue,  Las  Vegas, 
Nevada,  filed  with  the  Commission  on 
May  15, 1956,  a  Notification  on  Form  1-A 
and  an  Offering  Circular  relative  to  an 
issue  of  3,000,000  shares  of  stock  at  10 
cents  per  share,  for  the  purpose  of  ob¬ 
taining  an  exemption  from  the  registra¬ 
tion  requirements  of  the  Securities  Act 
of  1933,  as  amended,  pursuant  to  the  pro¬ 
visions  of  section  3  (b)  thereof  and 
Regulation  A  thereunder. 

II.  The  Commission  has  reasonable 
cause  to  believe  that: 

A.  The  terms  and  conditions  of  Regu¬ 
lation  A  have  not  been  complied  with  in 
that  the  subject  corporation 

(1)  Failed  to  state  in  its  Offering  Cir¬ 
cular  the  full  compensation  to  be  received 
by  its  underwriter  for  the  proposed  sale 
of  the  issue,  as  required  by  Rule  219  (c) 
(5). 

(2)  Failed  to  state  in  its  Offering  Cir¬ 
cular  the  contemplated  order  of  expendi¬ 
tures  and  amounts  proposed  for  each 
purpose  of  the  proceeds  of  the  proposed 
issue,  as  required  by  Rule  219  (c)  (5). 

(3)  Extended  dollar  amounts  in  its 
financial  statement  for  non-cash  trans¬ 
actions  involving  the  issue  of  stock  for 
services,  prohibited  by  Rule  219  (c)  (6) 
(B). 

B.  That  the  making  or  continuance  of 
this  offering  would  act  as  a  fraud  or  de¬ 
ceit  upon  prospective  purchasers  in  that 
the  offering  circular  contains  false  and 
misleading  statements  in  regard  to  ma¬ 
terial  facts  and  omits  to  state  material 
facts  necessary  in  order  to  make  the 
statements  made,  in  the  light  of  the  cir¬ 
cumstances  under  which  they  were 
made,  not  misleading,  with  respect  to: 

( 1 )  The  failure  to  disclose  the  identity 
of  the  sole  proprietor  of  the  under¬ 
writer,  O.  A.  Waldinger,  and  the  family 
relationship  existing  between  him  and 
Greta  Waldinger,  a  promoter  and  the 
Assistant  Treasurer  and  a  Director  of 
the  issuer. 

(2)  The  failure  to  disclose  the  change 
in  name  of  the  underwriter  designated 


in  the  offering  circular  as  National  Se¬ 
curities  Company  to  American  Securi¬ 
ties  Company. 

(3)  The  failure  to  disclose  material 
facts  with  respect  to  the  background  and 
experience  of  Greta  L.  Waldinger  in 
order  to  make  the  statements  made  in 
the  offering  circular  regarding  her  ex¬ 
perience  in  the  mining  industry  not  mis¬ 
leading. 

(4)  The  cost  to  promoters  of  the  cor¬ 
poration’s  oil  leases  and  other  assets. 

(5)  The  date  and  unexpired  life  of  the 
corporation’s  oil  leases. 

(6)  Statements  in  the  geologist’s  re¬ 
port  in  regard  to  oil  possibilities. 

(7)  All  of  the  items  (1),  (2)  and  (3) 
listed  above  as  failures  to  furnish  in¬ 
formation  required  by  Regulation  A. 

in.  It  is  ordered.  Pursuant  to  Rule 
223  (a)  of  the  general  rules  and  regula¬ 
tions  under  the  Securities  Act  of  1933, 
as  amended,  that  the  exemption  under 
Regulation  A  be,  and  it  hereby  is,  tempo¬ 
rarily  suspended. 

Notice  is  hereby  given  that  any  persons 
having  any  interest  in  the  matter  may 
file  with  the  Secretary  of  the  Commis¬ 
sion  a  written  request  for  hearing;  that, 
within  20  days  after  receipt  of  such  re¬ 
quest,  the  Commission  will,  or  at  any 
time  upon  its  own  motion  may,  set  the 
matter  down  for  hearing  at  a  place 
designated  by  the  Commission  for  the 
purpose  of  determining  whether  this 
order  of  suspension  should  be  vacated 
or  made  permanent,  without  prejudice, 
however,  to  the  consideration  and  pres¬ 
entation  of  additional  matters  at  the 
hearing ;  and  that  notice  of  the  time  and 
place  of  said  hearing  will  be  promptly 
given  by  the  Commission. 

By  the  Commission. 

[seal]  Nellye  a.  Thorsen, 

Assistant  Secretary. 

[F.  R.  Doc.  58-9406;  Filed,  Nov.  15,  1956; 

8:49  a.  m.] 


DEPARTMENT  OF  LABOR 

Wage  and  Hour  Division 

Learner  Employment  Certificates 

ISSUANCE  TO  VARIOUS  INDUSTRIES 

Notice  is  hereby  given  that  pursuant 
to  section  14  of  the  Fair  Labor  Standards 
Act  of  1938  (52  Stat.  1060,  as  amended; 
29  U.  S.  C.  201  et  seq.) ,  and  Part  522  of 
the  regulations  issued  thereunder  (^9 
CFR  Part  522),  special  certificates  au¬ 
thorizing  the  employment  of  learners  at 
hourly  wage  rates  lower  than  the  mini¬ 
mum  wage  rates  applicable  under  sec¬ 
tion  6  of  the  act  have  been  issued  to  the 
firms  listed  below.  The  employment  of 
learners  under  these  certificates  is  limited 
to  the  terms  and  conditions  therein  con¬ 
tained  and  is  subject  to  the  provisions 
of  Part  522.  The  effective  and  expira¬ 
tion  dates,  occupations,  wage  rates,  num¬ 
ber  or  proportion  of  learners  and  learn¬ 
ing  periods  for  certificates  issued  under 
general  learner  regulations  (§§  522.1  to 
522.12)  are  as  indicated  below;  conditions 
provided  in  certificates  issued  under  spe¬ 
cial  industry  regulations  are  as  estab¬ 
lished  in  these  regulations. 


NOTICES 


Newton  Glove  Manufacturing  Co.,  Newton, 
N.  C.;  effective  11-21-66  to  11-20-57;  ten.  per¬ 
cent  of  factory  production  workers  for  normal 
labor  turnover  purposes  (cotton  work  gloves) . 

Wells  Lamont  Corp.,  Barry,  Bl.;  effective 
11-3-56  to  11-2-57;  10  percent  of  factory 
production  workers  for  normal  labor  turnover 
purposes  (work gloves). 

Wells  Lamont  Corp.,  Elsberry,  Mo.;  effec¬ 
tive  11-2-56  to  11-1-57;  10  percent  of  factory 
production  workers  for  normal  labor  ttirn- 
over  purposes  (leather  palm  work  gloves). 

Hosiery  Industry  Learner  Regulations 
(29  CFR  522.40  to  522.48,  as  amended 
March  1, 1956, 21 P.  R.  629) . 

Childrey  Hosiery  Mills,  Inc.,  Haw  River, 
N.  C.;  effective  11-1-56  to  10-31-57;  6  learners 
for  normal  labor  turnover  purposes  (seam¬ 
less). 

Diure-Tred  Hosiery  Mills  Co.,  Inc.,  240  Haw¬ 
kins  Street,  Burlington,  N.  C.;  effective 

10- 31-56  to  10-30-57;  6  percent  of  factory 
production  workers  for  normal  labor  turnover 
purposes  (seamless). 

Knit  Sox  Knitting  Mills,  Inc.,  Eighth  Street 
SE.;  Hickory,  N.  C.;  effective  11-2-56  to  11- 
1-57;  5  percent  of  factory  production  workers 
for  normal  labor  turnover  piirposes  (seam¬ 
less). 

Prim  Hosiery  Mills,  Chester,  Ill.;  effective 

11- 2-56  to  6-1-57;  15  learners  for  expansion 
purp>oses  (full-fashioned  and  seamless) . 

Siegfried  Hosiery  Mill,  New  Street,  Milton, 
Del.;  effective  11-6-56  to  5-4-57;  10  learners 
for  expansion  purposes  (seamless,  full- 
fashioned). 

Independent  Telephone  Industry 
Learner  Regulations  (29  CFR  582.70  to 
522.74,  as  amended  March  1,  1956,  21 
F.  R.  581). 

Hooper  Telephone  Co.,  Hooper,  Nebr.;  ef¬ 
fective  11-7-56  to  11-6-57. 

Poulsbo  Rural  Telephone  Association; 
Poulsbo,  Wash.;  effective  10-31-56  to 
10-30-57. 

Salisbury  Home  Telephone  Co.,  Salisbury, 
Mo.;  effective  11-2-66  to  11-1-67. 

Knitted  Wear  Industry  Learner  Regu¬ 
lations  (29  (TFR  522.30  to^  522.35,  as 
amended  March  1, 1956,  21  F.  R.  581). 

BoonvlUe  Manufacturing  Corp.,  302-316 
North  Second  Street,-  BoonvlUe,  Ind.;  effec¬ 
tive  11-1-56  to  10-31-57;  6  learners  for 
normal  labor  turnover  purposes  engaged  in 
the  production  of  men’s  woven  underwear 
only  (knitted  underwear), 

Broadway  Lingerie  Co.,  627  Broadway,  New 
York.  N.  Y.;  effective  11-6-56  to  11-5-57;  4 
learners  for  normal  labor  turnover  purposes 
(ladies’  and  children’s  cotton  and  rayon 
knitted  underwear). 

Ilena  Mills,  Inc.,  Manufacturers  Boad, 
Chattanooga.  Tenn.;  effective  10-31-56  to 
10-30-57;  6  percent  of  factory  production 
workers  for  normal  labor  turnover  purposes 
.  (knitted  underwear). 

Kain-Murphey  Corp.,  Manufacturers  Road, 
Chattanooga,  Tenn.;  effective  10-31-56  to 
10-30-57;  5  percent  of  factory  production 
workers  for  normal  labor  turnover  purposes 
(children’s  knitted  sleepwear). 

Signal  Knitting  Mills,.Manufacturers  Road, 
Chattanooga,  Tenn.;  effective  10-31-56  to 
10-30-67;  5  percent  of  factory  production 
workers  for  normal  labor  turnover  purposes 
(knitted  underwear). 

Regulations  Applicable  to  the  Employ¬ 
ment  of  Learners  (29  CFR  522.1  to  522.12, 
as  amended  February  28,  1955,  20  F.  R. 
645). 

The  following  learner  certificates  were 
Issued  to  the  companies  listed  below 
manufacturing  miscellaneous  products. 
The  effective  and  expiration  dates, 
learner  rates,  occupations,  learning  pe¬ 


riods,  and  the  number  or  proportion  of  ! 
learners  authorized  to  be  employed,  are 
as  indicated:  - 

National  Textile  Corp..  Hampton,  Ga.;  ef¬ 
fective  11-5-66  to  6-4-57;  not  less  than  85 
cents  per  hour  for  a  maximum  of  320  hours, 
for  the  occupation  of  sewing  machine  opera¬ 
tor;  authorizing  the  employment  of  10  , 
learners  for  normal  labor  turnover  purposes 
(diapers,  towels,  napkins,  etc.) 

Shenandoah  Tailoring  Co.,  Inc.,  Mount 
Sidney,  Va.;  effective  11-5-56  to  5-4-57;  not 
less  than  85  cents  per  hour  for  the  first  2S0 
hours  and  90  cents  per  hour  for  the  remain¬ 
ing  200  hours  of  the  480-hour  learning 
period,  for  the  occupations  of  sewing  ma¬ 
chine  operator,  final  presser,  hand  sewer,  and 
finishing  operations  involving  hand  sewing; 
authorizing  the  employment  of  5  learners 
for  normal  labor  turnover  purposes  (cadet 
uniforms). 

Unitog  Co.,  138  West  Pine  Street,  Warrens- 
burg.  Mo.;  effective  11-5-56  te  6-4-57;  not 
less  than  85  cents  per  hour  for  the  first  160 
hours  and  90  cents  per  hour  for  the  remain¬ 
ing  16Q  hours  of  the  320-hour  learning 
period,  for  the  occupations  of  embroidery 
machine  operator  and  power  machine  opera¬ 
tor;  authorizing  the  employment  of  4 
learners  for  normal  labor  turnover  purposes 
(industrial  uniforms). 

The  following  special  learner  certifi¬ 
cate  was  issued  in  Hawaii  to  the  company 
hereinafter  named.  The  effective  and 
expiration  dates,  learner  rates,  occupa¬ 
tions,  learning  periods,  and  the  number 
or  proportion  of  learners  authorized  to 
be  employed,  are  as  indicated: 

Hawaiian  Casuals,  1024  Bethel  Street, 
Honolulu,  Hawaii;  effective  10-31-56  to  10- 
30-57;  not  less  than  80  cents  per  hour  for 
the  first  320  hours  and  85  cents  per  hour  for 
the  remaining  160  hours  of  the  480-hour 
learning  period,  for  the  occupations  of  sew¬ 
ing  machine  operator  and  finishing  opera¬ 
tions  involving  hand  sewing;  authorizing 
the  employment  of  3  learners  for  normal 
labor  turnover  purposes  (men’s  shirts  and 
swim  trunks). 

The  following  special  learner  certifi¬ 
cate  was  issued  in  Puerto  Rico  to  the 
company  hereinafter  named.  The  effec¬ 
tive  and  expiration  dates,  learner  rates, 
occupations,  learning  periods,  and  the 
number  or  proportion  of  learners  author¬ 
ized  to  be  employed,  are  as  indicated: 

Sportee  Corp.  of  America,  Km.  262.7  Ponce- 
Penuelas  Road,  Ponce,  P,  R.;  effective  10- 
29-56  to  10-28-57;  not  less  than  40  cents  per 
hour  for  the  first  240  hours  and  45  cents  per 
hour  for  the  remaining  240  hours  of  the  480- 
hoiu:  learning  period,  for  th%  occupations  of 
cutting,  sewing  machine  operator  and  final 
pressing;  authorizing  the  employment  of  20 
learners  for  normal  labor  turnover  purposes 
(children’s  polo  shirts,  cardigans  and 
creepers). 

Each  certificate  has  been  issued  upon 
the  employer’s  representation  that  em- 
plo3unent  of  learners  at  subminimum 
rates  is  necessary  in  order  to  prevent 
curtailment  of  opportunities  for  employ¬ 
ment,  and  that  experienced  workers  for 
the  learner  occupations  are  not  available. 
The  certificates  may  be  cancelled  in  the 
manner  provided  in  the  regulations  and 
as  indicated  in  the  certificates.  Any 
person  aggrieved  by  the  issuance  of  any 
of  these  certificates  may  seek  a  review  or 
reconsideration  thereof  within  fifteen 
days  after  publication  of  this  notice  in 
the  Federal  Register  pursuant  to  the 
provisions  of  Part  522. 


Apparel  Industry  Learner  Regulations 
(29  CiTTt  522.20  to  522.24,  as  amended 
March  1,  1956,  21  F.  R.  1349). 

The  following  learner  certificates  were 
issued  for  normal  labor  turnover  pur¬ 
poses  and,  except  as  otherwise  indicated 
below,  not  more  than  10  percent  of  the 
total  number  of  factory  production 
workers  were  authorized  for  employ¬ 
ment. 

Bellcraft  Manufacturing  Co.,  Mt.  Olivert 
Road,  Hartwell,  Ga.;  effective  10-31-56  to 
10-30-57  (men’s  and  boys’  sport  shirts). 

BoonvlUe  Manufacturing  Corp.,  302-316 
North  Second  Street,  BoonvlUe,  Ind.;  effec¬ 
tive  11-1-56  to  10-31-57;  10  learners  (men’s 
woven  pajamas). 

D  &  W  Sportswear  Co.,  78  Chauncy  Street, 
Boston,  Mass.;  effective  10-31-56  to  10-30-57; 

5  learners  (dresses). 

Duquesne  Manufacturing  Co.,  852  Consti¬ 
tution  Boulevard,  New  Kensington,  Pa.;  ef¬ 
fective  11-15-56  to  11-14-57;  10  learners 
(cotton  dresses,  hooverettes,  aprons,  etc.) 

Duti-Duds,  Inc.,  1117  Clay  Street,  Lynch¬ 
burg,  Va.;  effective  11-16-56  to  11-15-57;  10 
learners  (women’s  cotton  uniforms). 

Frances  Duke  Manufacturing  Co.,  8926 
Venice  Boulevard,  Culver  City,  Calif.;  effec¬ 
tive  11-5-56  to  11-4-57;  1  learner  (children’s 
dresses) . 

J.  Grinchuck  Co.,  Braidwood,  Ill.;  effective 
10-31-56  to  10-30-57  (student  trousers,  boys* 
trousers,  etc.) 

Kinoca  Shirt  Co.,  501  North  East  Street, 
Kinston,  N,  C.;  effective  11-2-56  to  10-25-67; 
ten  percent  of  the  total  nxunber  of  employees 
engaged  in  the  maniifacture  of  men’s  shirts 
(men’s  dress  and  sport  shirts)  (replacement 
certificate). 

Kinoca  Shirt  Co..  601  North  East  Street, 
Kinston.  N.  C.;  effective  11-2-56  to  10-25-57; 
ten  percent  of  the  total  number  of  employees 
engaged  in  the  manufacture  of  women’s 
shirts  (ladies’  blouses)  (replacement  cer¬ 
tificate). 

Rice  Stlx  Factory  No.  15,  Lebanon,  Mo.; 
effective  11-7-56  to  11-6-57  (overalls,  dunga¬ 
rees,  etc.) 

J.  H.  Rutter -Rex  Manufacturing  Co.,  Inc., 
Columbia,  Miss.;  effective  11-15-56  to  11- 
14-57  (cotton  work  shirts). 

Shane  Uniform  Co.,  Inc.,  2015  West  Mary¬ 
land  Street,  Evansville,  Ind.;  10-31-56  to 
10-30-57  (washable  service  apparel,  uni¬ 
forms). 

Wllliamson-Dickie  Manufacturing  C  o., 
'^gle  Pass,  Tex.;  effective  11-3-66  to  11-2-57 
(dungarees). 

The  following  learner  certificates  were 
issued  for  plant  expansion  purposes. 
The  number  of  learners  authorized  is 
indicated. 

Carbon  Hill  Manufacturing  Co.,  Inc.,  Car¬ 
bon  Hill,  Ala.;  effective  11-15-56  to  6-14-57; 
60  learners  (boys’  slacks) . 

H.  R.  Dress  Manufacturing  Co.,  Inc., 
Appomattox,  Va.;  effective  10-29-56  to  4-28- 
67;  20  learners  (children’s  and  girls’  dresses). 

Spooner  Sportswear.  115  Elm  Street, 
Spooner,  Wls.;  effective  11-3-58  to  3-16-57; 
10  learners  (ladies’  denim  and  twill  Jeans) 
(supplemental  certificate) . 

Sweet-Orr  &  Co.,  Inc.,  68  First  Street  SW.; 
Pulaski.  Va.;  effective  11-2-56  to  6-1-57;  10 
learners  (men’s  and  boys’  pants). 

’Tru-fit  Trousers,  ’Traverse  City,  Mich.;  ef¬ 
fective  10-31-66  to  4-30-57;  25  learners  (sin¬ 
gle  pants). 

Glove  Industry  Learner  Regulations 
(29  CFR  522.60  to  522.65.  as  amended 
March  1.  1956,  21  F.  R.  581). 

Buckeye  Glove  Co..  Greenville,  Ill.;  effM- 
tlve  11-1-66  to  4-30-57;  10  learners  for  ex¬ 
pansion  purposes  (work  gloves). 


Friday,  November  16,  1956 

Signed  at  Washington,  D.  C.,  this  6th 
day  of  November  1956. 

Milton  Brookk, 
Authorized  Representative 
of  the  Administrator. 

(F.  R.  Doc.  5&-9394;  Piled,  Nov.  15,  1956; 

8:47  a.  m.] 

INTERSTATE  COMMERCE 
COMMISSION 

Fourth  Section  Applications  For 
Relief 

November  13, 1956. 

Protests  to  the  granting  of  an  applica¬ 
tion  must  be  prepared  in  accordance 
with  Rule  40  of  the  general  rules  of 
practice  (49  CJFR  1.40)  and  filed  within 
15  days  from  the  date  of  publication  of 
this  notice  in  the  Federal  Register. 

LONG-AND-SHORT  HAUL 

FSA  No.  32885:  Tin  plate  from  Fair- 
field,  Ala.,  to  Texas.  Filed  by  F.  C. 
Kratzmeir,  Agent,  for  interested  rail 
carriers.  Rates  on  tin  plate,  terne  plate, 
and  tin  mill  black  plate,  carloads  from 
Fairfield,  Ala.,  to  Arlington,  Dallas,  and 
Farmer’s  Branch,  Texas. 


FEDERAL  REGISTER 

Grounds  for  relief:  Rail  carrier  com¬ 
petition  and  circuity. 

Tariff:  Supplement  81  to  Agent 
Kratzmeir’s  I.  C.  C.  4170. 

PSA  No.  32886:  Silica  sand  from 
Arkansas  and  Missouri  to  South.  Piled 
by  F.  C.  Kratzmeir,  Agent,  for  interested 
rail  carriers.  Rates  on  silica  sand,  car¬ 
loads  from  Guion,  Ark.,  Klondike,  Lud¬ 
wig  and  Pacific,  Mo.,  to  Rome,  Ga.,  Natco 
and  Columbia,  Tenn. 

Grounds  for  relief:  Short-line  dis¬ 
tance  formula  and  circuity. 

Tariff :  Supplement  84  to  Agent 
Kratzmeir’s  I.  C.  C.  No.  4135. 

FSA  No.  32887:  Concrete  building 
slabs  in  southern  territory.  Filed  by 
O.  W.  South,  Jr.,  Agent,  for  interested 
rail  carriers.  Rates  on  slabs,  concrete, 
building  or  roofing,  carloads  between 
points  in  southern  territory. 

Grounds  for  relief:  Short-line  dis¬ 
tance  formula,  grouping,  and  circuity. 

Tariff :  Supplement  25  to' Agent  Span- 
Inger’s  I.  C.  C.  1525. 

PSA  No.  32888:  Superphosphate  from 
southern  points  to  Colorado.  Piled  by 
O.  W.  South,  Jr.,  Agent,  for  interested 
rail  carriers.  Rates  on  superphosphate 
(acid  phosphate),  other  than  ammoni- 
ated  or  defluorinated,  carloads  from 
points  in  southern  territory  to  Holly  and 
Swink,  Colo. 
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Grounds  for  relief:  Short-line  dis¬ 
tance  formula  and  circuity. 

Tariff :  Supplement  23  to  Agent  Span- 
Inger’s  I.  C.  C.  1522. 

PSA  No.  32889:  Fertilizer'  from 
Jacksonville  to  Greenville,  Fla.  Filed  by 
O.  W.  South,  Jr.,  Agent,  for  interested 
rail  carriers.  Rates  on  fertilizer  mate¬ 
rials,  carloads  from  Jacksonville  and 
South  Jacksonville,  Fla.,  to  Greenville, 
Fla. 

Grounds  for  relief:  Intrastate  rail 
carrier  competition  and  circuity. 

Tariff :  Supplement  48  to  Agent  Span- 
inger’s  I.  C.  C.  1510. 

FSA  No.  32890:  Bituminous  coal  from 
Illinois  to  Dubuque,  Iowa.  Filed  by  R.  G. 
Raasch,  Agent,  for  interested  rail  car¬ 
riers.  Rates  on  bituminous  coal,  car¬ 
loads  from  Peoria-Fulton  County, 
Illinois,  mines  to  Dubuque,  Iowa. 

Grounds  for  relief:  Rail  carrier  and 
market  competition,  and  circuity. 

Tariff:  Supplement  7  to  Toledo, 
Peoria  and  Western  Railroad  Company 
tariff  I.  C.  C.  296. 

By  the  Commission. 

[SEAL]  Harold  D.  McCoy, 

Secretary. 

[P.  R.  Doc.  56-9405;  Filed.  Nov.  15,  1956; 

8:49  a.  m.] 


